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Thi's thesis is a study- of the purposes, . operatio.l'ts, 
and policies of insurance agencies. The intent is to discover 
the scope ana importance of insurance agencies in the insur-
ance indus'try. Also, it is ib.tencred to uncover the problems 
which are most generally encountered irrthe establishment and 
management of insurance agencies. 
Numerous articles and books have beerr written in 
recent years on various phases of the insurance agency busi-
ness. However, most of this material is limited to one por-
tion or a small segment of the activities of insurance agen-
cies. As yet very little material on the establishment and 
management of insurance agencies has been written and incor-
porated into one volume. This is particularly true of the 
material written with the individual and small partnership 
agency in mind. r:t is of utmost importance for ·an individual 
contemplating an insurance agency career to know and· consider 
the problems and potentialities of such a business. 
Much of the source material for this thesis has been 
gathered directly from·the agency departments of various in-
surance companies. Also, individual agents and agencies have 
proven to be a profitable source of practical information. 
Through insurance company publications information was obtained 
on current problems and techniques along with practical sugges-
tions for the successful operation of various phases of the 
insurance agency business. 
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Aside from agents, agency departments, and insurance 
publications, information was very..' general and thus hard to 
apply to the i~dividual agency situation. Most writers on the 
topic of agency management either avoid completely or refer 
only briefly to the requirements and procedures necessary in 
the establishment of an insurance agency. Also, the emphasis 
on management is usually directed toward the sales force and 
operating cost of the large agency rather than being directed 
toward the general problems encountered by the small agent. 
The subject of insurance agencies, as it is consid-
ered here, can be broken down into two basic problems: (1) 
establishment, (2) management. Within the problem of estab-
lishment we must show first that there is an economic need for 
the services of such a business. Without an economic need for 
such services the venture of such a business would be fruit-
less. Upon deciding to enter the agency business, the indi-
vidual must then comply with the laws and regulations govern~ 
ing this field of business. Also included in the problem of 
establishment is the selection of companies the agent will 
represent in relation to the lines of insurance he wishes to 
sell. The problem of management embodies the duties of the 
agent to both his companies and his customers. Office pro-
cedures is the other large segment of management and includes 
the keeping of office records, and operating expenses. 
The last section-: of the thesis is a summary of the 
conclusions derived from this study. It is intended that the 
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information drawn together in this section will be of benefit 
to the reader when contemplating a decision as to future voca-
tional possibilities in his individual circumstances. 
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CHAPTER ONK 
TEE PROI1UllTION. FUNO=TIDN:: 
Most people are not entirely aware of all their in~ 
surance needs. They--have to be told of their exposures. In 
some lines of insurance,, even those people who recognize their 
needs have ·to be motivated into covering them! This is par-
ticularly true of the personal lines of insurance which in~ 
eludes accident and health insurance, personal liability in-
surance, and life insurance. If it were possible to buy in-
surance to cover a loBs after the loss had occurred, there 
would be no sales problem in insurance. However, this is not 
possible. Insurance must be purchased before a loss in order 
for the benefit~ to be available when a lo~s occurs. Since 
the buyer lacks knowledge of insurance needs and is prone to 
procrastinate, .inBurance must be sold. This fact is so en-'-
trenched in the business that the agent or underwriter tends 
to look with suspicion upon an insurance buyer who seeks out 
~~ the company rather than having been sought out himself. 
The search for insurance may be legitimate on the 
part of the buyer if he heretofore had no pressing need for 
insurance protection. Such is the case when an individual 
* 15, P. 91 
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first purchases an automobile or home and thus desires pro-
tection. In this situation there would be little room for 
question or suspicion. Real caution takes place when circum-
stances give reason to suspect that the potential buyer is 
seeking insurance because he may have been rejected or can-
celled by some other insurer, or is in other ways a poor risk. 
A large volume of business is perhaps more essen-
tial to an insurance company than to any other type of busi-
ness, since the insurance principles could not operate with-
out a large number of widely scattered exposure units. If the 
volume of business were too small, there would be no stability 
in loss experience. In order to build a large and well scat-
tered volume of business, insurance companies develop strong, 
divergent sales organizations. 11 An organized sales force in 
the field is necessary for the obtaining of a constant and 
* adequate flow of new and acceptable business.n 
Most business units have production departments and 
sales departments. The function of the sales department is to 
sell the product manufactured by the production department. 
In insurance companies the function of the sales department 
** is not only to sell the product but also to produce it. 
The act of selling insurance is the act of producing insur-
ance, for selling brings the various risks into a common pool 
which is the product of insurance. 
* 7, P. 33 
<if-* 15' p. 92 
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A. Methods of Producing Business 
Various methods may be adapted for the acquisition 
of business, the typical plans of production being:* 
1. Over the counter. Advertising in periodicals, 
through the mails, and otherwise obtaining business directly 
from the insured without the function of agents, brokers, or 
sales representatives. 
2. ITirect writing. Employment of salaried sales-
men attached to the home office of the carrier and to branch 
offices maintained by the carrier in the field. 
3. Agency system. Employment of producers whose 
remuneration is a stipulated percentage of the premiums upon 
the business they produ,ce. 
These plans are available to carriers of all classes. 
In fact all three may be utilized by an individual carrier, as 
is likely to be the case particularly with stock insurance 
carriers. However, all three methods do not play an equally 
important role with 'an individual carrier, althou&h any one 
method may be predominat·e, depending upon the carrier and the 
circumstances under which the company is operating. 
The first two methods of producing business, (l) 
over the counter, and (2) direct writing are of secondary im-
portance to the insurance industry as a whole although either 
method may be of primary importance to any particular company. 
*: 16, P. 424 
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Since this study is devoted primarily to· an investigatiorr of 
the agency system method of production only a brief summary 
of the other two methods will be given. 
Over The Counter 
The 11 over the counter" method of producing business· 
appears to be the least popular and certainly the smallest 
producing method when measured by premium volume. How·ever, 
it is used quite extensively by the smaller m~tuals and re-
ciprocals; particularly new companies which are just getting 
organized and who as yet have not developed extensive sales 
forces. The use of this method, which eliminates the need of 
an agent or other sales representative, cuts quite substan-
tially the total costs of insurance to the buyer. Lower cost 
is a selling point in itself but it is particularly strong 
for new companies who must compete with the well established 
companies who have developed a reputation, in both product 
and service, throughout their years of business operation. 
The term n over the counter" should not be taken com-
pletely literally although a portion of the business is writ-
ten directly over the counter to the buyer who has come to 
the office of the insurance carrier to purchase insurance. 
This term is used to cover all the business which is produced 
through the medias of advertising in periodicals, through the 
mails, and otherwise procuring business directly from, the in-
surance buyer without the use of an individual or firm to fill 
the role of intermediary. 
lO 
Allstate Insurance Company 
Perhaps it would be wise and extremely beneficial 
to look into and analize the operations of one company which 
is thought of as being the predominate and most vivid example 
of direct selling. The main reason for this belief is the 
fact that the Allstate Insurance Company operates out of the 
retail stores of Sears, Roebuck and Company which happens to 
be the largest general mail-order company in the United S~ates. 
The Allstate Insurance c-ompany was incorporated· Feb-
ruary 9, 1931 as a subsidiary of Sears, Roebuck and Company.* 
Howeve-r, a vivid distinction should be made at this point for 
the employees of the insurance company are employees of the 
Allstate Insurance Company and not of Sears, Roebuck and Com-
pany. Due to the fact that the Allstate Insurance Company 
maintains selling booths in Sears retail stores it may appear 
on the surface that the insurance company employees are mere-
ly employees of Sears, Roebuck and Company. Three points of 
distinction will be made at this time to illustrate that the 
insurance company and the retail stores are kept completely' 
separate as to management and supervision.** First of a11·,. 
the space allocated for Allstate booths and offices in Sears' 
retail stores are rented and paid for by the Allstate Insur-
ance Company. Secondly, Allstate employees are not under the 
management of the managers of Sears' retail stores and they 
* 33, P. 29 
~~-~~- 45 
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take their orders and directions from Allstate supervisors, 
and not the managers of the retail stores. In conclusion, 
Allstate employees are not permitted in any manner, other than 
directing to a sales individual or clerk, to serve ffears' cus-
tomers other than in the capacity of an Allstate employee. 
In like manner the employees of Sears, Roebuck and 
Company may not serve Allstate customers in any manner beyond 
directing them to an Allstate agent or his selling booth. The 
primary and most important reason for this is the fact that 
if a Sears 1 ·employee should approach a customer in any manner, 
even to the extent of giving the customer a phamphlet on in-
surance, the Sears• employee could be accused of soliciting 
the sale of insurance without being properly licensed. The 
secondary reason for this separation, but still of great im-
portance, is the fact that Allstate employees are trained in 
the :field of insurance to serve their client well whereas 
Sears' employees do not have the training to even attempt to 
meet the needs of prospective insurance buyers. 
The Allstate Insurance Company first started in 
business mainly by the use of mail orde~s. In addition, a 
portion of the business was procured by canvassing. This was 
when it was first organized in 1931 and it retained this sta-
tus of marketing its product until 1940 when individual em-
ployees of Allstate were first placed in Sears' retail stores: 
to promote the sale of Allstate Insurance. Thus, in reality 
it can be said that the company started out and continued for 
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the first few yea~s to market its product almost entirely by 
the direct selling between the company and the clients. 
Since the Allstate Insurance Company is so closely 
affiliated with Sears' retail stores, it is almost natural to 
presume that the 11 over-the-counteru method of producing busi-
ness is the predominate if not the sole method of marketing 
its product. It is very true that the company started out in~ 
this capacity, but business is now being produced by several 
methods; in fact, other methods have proven to be more success-
ful and profitable. Ih reality, the use of Sears' retail 
stores by the Allstate Insura,nce Company may be likened very 
closely to the office o·f any local insurance agent which is 
open and accessible to the general public. 
The follovring is a list of the methods of procuring 
business in the order of importance as valued through the 
actual experience of the Allstate Insurance Company.* 
l. Gold canvass - This method was used along with 
the mail order application when the company first started in 
business in 1931. Of course, it is not likely that many sales 
will be made on the spot for few contacts wi:J_l be made through 
this method at the time an individual is purchasing an auto-
mobile and would thus require insurance. However, this method 
does provide a method of making a contact for the insurance 
company; to sell the client on the idea of Allstate Insurance, 
and then, when ins~ITance is needed or the. expiration date of 
the old policy arrives, Allstate may have a sale. 
* 45 
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2. Telephone solicitation - This is considered by 
Allstate to be a quick way to make many contacts with the 
minimum amount of time and effort consumed. It may not be 
the most satisfactory method of marketing, but it does pro-
vide a means to make some contacts which could not otherwise 
be made. 
3. Business gained through Sears' customers -
Even though Allstate InsU2~ance Company is recognized mainly 
for its ttover-the-counteru method of marketing insurance, the 
company itself values this as the least important of the three 
main methods it uses to procure business. The unfavoraole 
experience for this method of selling by such a prominent mem-
ber (volume wise) in the insurance business certainly gives a 
vote of confidence to the American Agency System and its 
methods of procuring, servicing, and maintaining insurance 
clients from the American public. Allstate business as ob-
tained from Sears 1 customers may be sub-divided into the fol-
lowing four catagories. 
a. Catalogue sales of insurance is the most 
important. The sale of insurance through the catalogue of 
Sears is the method by which the largest amount of the Sears 1 
customer business is obtained. This is really pure direct 
selling for the product goes directly from the insurance com-
pany to the client. 
b. Credit department - Names and addresses 
of charge customers of Sears are obtained from the credit 
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department.- This method not only provides names and addresse~ 
of prospective clients, but gives some additional and impor-
tant information about the prospect to the.insurance company. 
A poor credit risk is also a poor insurance risk; therefore, 
the use of the credit department of Sears can help Allstate 
weed out one type of undesirables before the transaction is 
completed, or in many cases, even before time is wasted in an 
attempt to sell insurance to the customer. 
·C. Auto accessary department of Sears- This 
department is also a source of information, although the a-
mount of busin~ss gained from this source may be meager. Wames 
and addresses of customers from this department gives leads 
to Allstate agents of individuals who own automobiles, and 
perhaps in some cases some additional information about the 
type of car, etc. can be gathered from the employees of the 
automobile accessary department. 
d. Allstate booths in Sears' retail stores -
Oddly enough, even with the sponsorship and backing of the 
Sears' retail stores, Allstate has found that walk-in custom-
ers are the least important in the sale of their insurance. 
Certainly this is just another example of evidence that insur-
ance cannot be marketed in the same fashion or manner as tan-
gible merchandise, but that insurance must be sold. True, 
Allstate Insurance Company has benefited and prospered due to 
the backing of Sears, Roebuck and Company, but not for the 
reason that the retail stores have provided outlets to market 
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its product. Perhaps the biggest factor in the success of' All-
state can be attributed to the facilities that Sears have pro-
vided for Allstate, thus reducing in considerable amount the 
overhead or expens·es of' the insurance company. In this marr-
ner the cost of Allstate Insurance is substantially below the 
competition of other companies. 
Independent rate filings are made in all states·ex-
cept Texas, where policies are written at manual rates 
on a participating basis. The current dividend return 
is 15%. . 
The company uses its own rating plan which differs 
substantially from the industry pattern. The company 
estimat~s that the average differential is approximate-
ly 19%. . 
Due to this, Allstate has a major selling factor, and the 
success of Allstate Insurance may be attributed more to the 
lower cost of its product rather than to its marketing method. 
In fact, the marketing method of direct selling for which All-
state is recognized is not the major method of' marketing which 
the company has used to obtain its present level of attainment. 
Even though Allstate Insurance Company is thought 
of as being the best example of direct selling, in actual ex-
perience the largest role in the acquisition of business is 
filled by agents of the company. Unlike the usual insurance 
agent, Allstate Agents are not independent businessmen who 
represent several companies. In contrast they may be likened 
more unto regular· employees of a company who act in the capa-
city of agents for their employer. Allstate Agents represent 
ir- 33, p. 29 
16 
only the one company and are on a salary-commission basis. 
The agent~ are guaranteed a minimum. salary per month with th~ 
incentive provision that they receive all commissions they 
earn above the guaranteed base. If, during any one month, 
an agent's commissions do not total up to the guaranteed base, 
he sti~l receives the guaranteed minimum salary. Furthermore, 
deficiencies of one month need not be made up the following 
month. All current commissions go toward current minimum 
salary goals and incentive commissions. Broadly speaking, 
Allstate Agents receive fifteen percent commission on all new 
business written, and six and one half percent commission on: 
all renewals. 
* Prerequisites for Allstat Agents: 
1. Must be 25 years of age. 
2. Must go through the regular licensing procedure 
of state in which he will operate as an Allstate agent. 
3. Must pass a rigid written insurance examination 
by the Allstate Insurance Company. 
4. Agent is subjected to a rigid character examina-
tion by the National Retail Credit Association which runs a 
strict inspection on the past and present of the prospective 
Allstate Agent. 
5. The agent must go through the training program 
of the Allstate Insurance Company at an established branch. 
*· 45 
17 
The training program includes all phases of agency work from 
the first contact with the client, through all processes of 
the transaction LUltil the last installment of the premium is 
paid. Lastly, the training of. the agent includes a thorough 
study of claims procedure. 
When an agent has met the above requirements he is 
then placed in the field under strict supervision, for a six-
months probation period strictly on a salary basis. After 
the probation period he is appointed to a store with an estab-
lished booth, or he may open a booth in a new store. 
Allstate Agents are definitely well above the level 
of solicitorp. In fact, they not only meet the requirements 
of all other agents in their respective states, but they are 
also well trained in the policies and procedures of their one 
and only company, Allstate. This may be a limiting factor as 
far as clients are concerned for the agents represent only 
one company; hmrfever, it is extremely beneficial from the view-
point of' the company for their agents are well versed about 
the one company, and naturally direct all their business toward 
the one insurance company. 
The growth of business for the Allstate Insurance 
Company has been phenominal over the few years of its exist-
ence. The company started out inl931 with a gross premium 
volume of $118,000 compared 11ri th a gross premium volume of. 
$252,833,000 for the year of 1955.* 
* 21, P. 3 
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In the automobile field, the growth of the company 
has been :far more than proportional to the growth of 
automobile insurance underwriters as a whole4 The vol-
ume of business transacted in 1955, represented by direct 
premium writing of $252,126,000, was approximately forty 
times as large as the 1944 premium,;production. All stock 
carriers combined, in contrast, recorded during the same 
ten years an-increase of about seven fold in automobi~e 
premium ·writing. -if- . 
Up until very recently all of the Allstate Insur-
ance business was confined to the field of automobile insur-
ance. Ih the year 1953 Allstate wrote its first policy of 
comprehensive liability, followed closely by fire insurance 
coverage in 1954. In 1956 general liability volume was 
$2,161,000 which amounted to a gain of 39% over 1954. Sales 
volume of fire and allied lines of inaurance amounted to 
$2,603~000 which is approximately a five fold advance over 
the previous year.i~ If the present trend continues, and 
attitudes of the company indicate that it will, the Allstate 
Insurance Company will soon be known for· all types of insur-
ance coverage rather than just automobile insurance coverage. 
No agent has the power to settle any claim except 
comprehensive insurance. Claims are settled by an adjuster 
who is usually a lawyer, but always a full time employee of 
Allstate. Perhaps this is an impersonal method of settling 
claims, since agents of many companies have the authority to 
settle claims up to $100, but that is the nature of the All-
state Insurance Company, and perhaps one of the personal 
* 33, P. 29 
** 33, P. 26 
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services which clients must do without since they are getting 
their insurance at a lower cost. 
In case of an accident the insured notifies his 
agent or anyone of the list of Allstate officers. The agent 
or officer, and the insured file a written claim report list-
ing all data concerning the accident. This report is tele-
phoned by the agent to the nearest district service office. 
The claim is reported to either a casualty adjuster 
in case of bodily injury or a property damage adjuster if only 
property is damaged. The adjuster studies the case and makes 
a decision as to settlement of the claim, regarding liability, 
etc. 
No one adjuster can turn down or refuse to pay a 
claim. It must be turned down by a jury of three men, un-
known by the other two, who separately study the facts of 
the claim and make their decisions. If one man feels that 
there is actual liability, the claim-is paid. 
Where bodily injury is involved, the claim adjuster 
must come to the location of the accident, make a personal 
investigation, and get a statement from the injured party. 
If the property damage is over *100, the claim adjuster must': 
visit the location of the accident to see the car. rf the 
claim is under $100, he may make his decision on information 
gained from the accident report. ~~o estimates are usually· 
required for automobile property damage clai~s. 
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The same procedure for the settlement of claims is 
used for comprehensive personal.liability and fire insurance 
as is used for automobile insurance.* 
As noted earlier, it is not unusual, in fact, it is 
quite the ordinary procedure to find at least two, if not all 
three, of the production plans utilized in some combination 
within the sales organization of any one carrier. It is par-
ticularly true to find the use of advertising, and the use of 
the mails by the insurance carrier as direct aid to its sales 
representatives, agents, or both, depending upon the combina-
tion of sales force which is being used. "Stock-casualty-
company advertising broadly takes two forms: (1) an attempt 
to gain the favorable attention of agents and brokers, who 
sell the business; and (2) aids to assist.agents and brokers 
to sell. 11 ** The first form is rather self explanatory and 
meets with little criticism for this advertising takes place 
mainly in trade periodicals and is thus kept .away from the 
general public. It is the second form of advertising which 
demands a considerable am9unt of attention. This advertising 
takes place in well known magazines and periodicals and is 
directed toward the general public to acquaint them with the 
insurance coverage available from a particular carrier anQ 
draw the attention of the general public to their insurance 
needs. 
* 45 
** 16, P. 470 
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It is around this second form of advertising which 
whirls two conflicting schools of thought. One group of agents 
take the agreeable point of view that the carrier and the 
field force are working together and that any advertising is 
used to promote the interests of the field force which is 
associated with the carrier. Perhaps the viewpoint of this 
group has been maintained because the carriers which they 
represent have been consistent in abiding by their objectives 
of advertising; mainly, to promote their companies through 
the field force. 
The other group of agents object to carrier adver-
tising to the general public for they feel it draws attention 
away from the field force and focuses it upon the carrier. 
This group further claims that this is an attempt by the car-
rier to obtain contact directly with the insured and if the 
carrier is successful the function of the agent will no longer 
be needed after the initial contact has been made. It can not 
be denied that. this is in fact what has happened historically 
by some unscrupulous companies in their venture to gain and 
maintain business at a lower cost than their agency rivals. 
This is not the place to c.onsider: .all the facts around this 
situation and to bring a final decree as to which group is 
right. However it can be noted that if this group of agents 
had relations v.ri th companies under like circumstances, then 
the agents viewpoint on carrier advertising to the general 
public has some basis. 
22 
uDirect-by-mail advertising constitutes by far the 
bulk of the advertising bid for business. w·n· The carrier usu-
ally furnishes the necessary circulars and copy for letters. 
Some carriers supply the letters also and attend to all de-
tails incidental to the mail campaign, when it is used for 
procuring business through their field force. 
The foundation of any direct-by-mail campaign is 
the mailing list. Mailing lists may be procured in many ways; 
telephone directory, city directory, club roster, social di-
rectory, et cetera, depending upon the kind of list desired. 
nFirst of all, the persons to whom. one's advertising is ad-
dressed should be prospects for the kind of insurance adver-
tised. rt *-if-
Direct-Writing 
Among mutual and reciprocal fire and casualty com~ 
panies are a number who write business direct, eliminating 
the agent entirely from the transaction. These companies 
employ salaried representatives who solicit business from the 
insurance buyers rather than from insurance agents. These. 
companies are known as 11 direct writersn to distinguish them 
from agency companies. Under this system, insurance buyers 
deal directly with the company. Direct-writing companies of'-
ten operate through well placed branch offices throughout the 
* 16, P. 466 
** 16, P. 466 
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nation. Each branch office is staffed with salesmen who 
solicit business in its territory. Under the direct-w·riting 
system the company has direct contact with its ultimate con-
sumers; and, since there are no independent agents who con-
trol the business, the business developed UL~der this system 
belongs to the company. The great majority of mutual fire 
and casualty insurance companies, measured by premium volume, 
nevertheless are agency companies. Direct-writing life insur-
* ance companies are few in number. 
Types of Field Organization 
Although some insurance is written in this country 
by di~ect contact between the home office and the buyer, by 
far the majority of it is placed throu~~ agents and brokers. 
Field forces of insurance companies may be organized under 
one or more of three differant systems: the general agency, 
** the branch office, and direct reporting. It is not uncommon 
to find a carrier using at least two of these systems of field 
organization in its production operations. In fact, in sever-
al lines the carrier that restricts itself to one system is: 
the exception rather than the rule.***· 
The General Agency System 
The general agent has exclusive right to his terri-
tory. He holds ~ contract with the carrier authorizing him" 
* 15, P., 95 
** 16, P. 425 
-lE-** 15 , P-. 93 
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to represent the company in a given territory. This terri-
tory may be a group of states, a state, or several counties. 
It is the function of the general agent to see that his compa-
ny takes its share of business out of that territory. To do 
this, he may appoint subagents, hire salaxied salesmen, so-
licit business himself, develop brokerage accounts, or engage 
in any combination of these methods. Hcn•rever he does it, he 
must produce business or run the risk of losing his contract. 
The general agent is paid a commission on the business that 
goes through his office and the salaries and commissions of 
those who produce business for him~ 
The specific duties of a general agent vary from:. 
general agency to general agency. In life insurance, his 
principal task is that of developing business. This involves 
the job of recruiting, selecting, training, supervising, and 
motivati~~ agents. In the fire and casualty lines the gen-
eral agent may have duties beyond that 0f sales manager. He 
may be responsible for certain technical phases of the busi-
ness, such as underwriting and claims administration. It is 
not uncommon to find large fire and casualty insurance gen-
eral agencies serving more than on carrier. 
11 The general agency was the first established in 
the United States. The branch office system is of later or-
igin.u* The former is still used rather extensively in the 
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life insurance business, although it is decreasing in importance. 
* 7 ,· p •. 35 
It is not very widely used in the fire and casualty insur-
* ance business. 
The Branch Office System 
A later development in field organization is the 
branch office system. Rather than granting some individual 
a general agency in a given territory, the company establishes 
its own office. The branch office performs all of the func-. 
tions that are carried on in general agencies. The manager 
is paid a salary and, usually, a bonus as an incentive. In 
addition, the company pays all of the other office expenses. 
Unlike general agencies, branch offices serve only one compa-
ny. The branch manager is not an independent operator like 
the general agent; instead, he is under the supervision of 
his company. His employees are empl-oyees of the company. 
This system is becoming increasingly popular, for it gives 
the company more direct control over the marketing of its 
** product. 
Direct-Reporting System 
A final type of field organization is one in which 
the agent deals directly with the home office rather than with 
a branch office or general agency. Local agents are given 
exclusive territories in ·which to operate. These territories 
obviously are smaller than those granted under general agency 
* 19 ' p. 51-55 
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contracts. ffince the home office performs the functions of 
the field office, the system means more work for the home 
office. The home office must keep a large number of contacts 
with the field and provide a great many services. Local 
agents operating under this system obtain brokerage business 
for the company as well as originating business themselves. 
They may also employ solicitors. 
Under the direct-reporting system the local agent 
generally represents several companies for any one line of 
insurance coverage. This gives the local agent a variety 
in the types of coverage available for his clients besides 
an ample market in which to place business if and when he 
should acquire an extremely large account. Companies limit 
the total amount they will accept of any one risk. Thus, 
when a large risk is to be insured the coverage must be ob-
tained from several insurers. 
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The direct-reporting system is, except in the small-
est companies, rare in life insurance. Fire insurance companies, 
however, use the direct-reporting system extensively. Casualty 
insurance companies are also frequent users of this system, 
although to a lesser extent than are fire companies.* 
Mixed System 
Just as an insurance carrier may develop any com-
bination of the three methods of producing business, it may 
also develop and use any combination of the three branches 
of the agency system. In life and casualty insurance, com-
binations of the general agency and branch office systems 
are found, sometimes with the addition of a limited amount 
of direct reporting. Either the general agency or branch 
office system may be used in combination with direct methods 
in casualty insurance. Fire and marine insurance companies 
adhere closely to the direct system, but may establish general 
* agents for convenience. 
Comparison Of Systems 
Each of the systems above has its own advantages 
and disadvantages, and a company's adherence to one system 
may be dictated partly by geographical or historical reasons. 
The general agency system means that a considerable share of 
expense and responsibility is shouldered by the general agent, 
and thus it is of advantage to young companies or small com-
panies, which do not wish to assume the expense of opening 
branch offices. On the other hand the branch office system 
gives the company effective direct control over agents and 
a high degree of uniformity. The higher initial expense of 
a branch office may be compensated for later by higher effi-
ciency and other factors operating in particular lines of busi-
ness. The home office control promoted by the branch office 
method of course entails increased trouble, labor, and expense 
* 19, P. 56 
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at the company's main office. In fire and marine insurance 
the direct-reporting system is almost a necessity because of 
the nature of the business, the scope of agents' authority, 
and other features peculiar to these lines.* 
Agency Law 
Obviously an insurance company can1~ot function ex-
cept through its representatives whether they be agents, so-
licitors, sales representatives, or of any other type. The 
representatives deal with the insuring public and, as the a-
gents (i-rhere this capacity is involved) of their principal, 
the insurance company, they enter into the contract with the 
insured. Both before and after the contract takes effect the 
agent and the insured will have a series of transactions with 
regard to the policy contract. To these transactions, attach 
all of the legal principles known as the law of agency. 
Agency involves three parties. The first is known 
as the 11 principal 11 which in the insurance business is the 11 in-
surer11, generally in the form of an insurance company. When 
a principal authorizes a second party to create, to modify, 
or to terminate contractual relations between himself and a 
third party, an agency relationship has been created. 
11 It is stated, as a general rule that anyone who 
may act for himself may also act as an agent, though contracts 
.j~ 19' p. 57 
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which delegate authority to an agent must, like other forms 
* of agreement, have as their purpose a legal object.tr 
The relation between the insurance company and its 
agents is created and terminated in compliance with the law 
of agency. 
The important principles governing the la~<r of a-
gency as applied to insurance are as follows. 
l. The agent cannot enter into an agreement for 
the insurance company unless proof can be shown that 
the authority for making such an agreement has been del-
egated to the agent. 
2. An agent has the authority to enter into an a-
greement of insurance if t~e company has apparently given 
him the authority. 
3. In the absence of information, the insured can-
not be held liable for any secret limitation placed upon 
the authority of the insurance agent. 
4. Any fraudulent act committed by the agent in 
the course of his employment will bind the carrier, pro-
vided the act was not authorized by the carrier, pro-
vided the insured was not a party to the fraudulent act, 
and provided such act was within_ the apparent scope of 
the agency. 
5. If the insurance agent has knowledge of any 
material fact concerning the policy, such knowledge 
will bind the company even though the fact was not com-
municated to said company. 
6. An agent cannot act for both the insurance 
carrier and the insured at the same time without the 
consent of both parties.** 
The insurance company is generally not liable for 
the acts of the broker since the broker is acting in the ca-
pacity of agent for the insured and not the company. The 
brokerrs dealings with the company is to procure a policy for 
his client rather than to produce business for the insurance 
* 13, P. 94 
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company. However, to this general rule, ~oncerning the lia-
bility of the insurance company for the alts of the brok~r, 
there is one vivid exception. As had beei noted in the pre-
vious principles dealing with the law of tsency, the insur-
ance company is responsible for the acts of its agents, and 
all final liability rests with the insura ce carrier. The 
exception to the general rule, that the surance company is 
not responsible for the acts of the brok is the fact that 
the insurance company is responsible to ·ts clients for all 
premium paid, whether the premiums are p to the agent or 
the broker. Although the insurance laws read somewhat differ-
ent, both New York in Section 121 of its insurance law and 
Massachusetts in Section 169 of its insurance law clearly in-
dicate that the insurance company is resronsible to the in-
sured for the full amount of any premium whether it be paid 
to an agent or a broker. In fact, the M ssachusetts Insur-
ance Law holds that the broker is acting as the agent of the 
company when the broker is receiving a p emium from the in-
sured for the insurance company. 
Classes of Producers 
The insurance market is fille~ with many kinds of 
producers. There are general agents, regional agents, local 
agents, brokers, and solicitors. 
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The General Agent 
The functions of the true or supervising general 
agent have already been discussed. Since he assumes so many 
responsibilities of the company and has so many expenses~ he 
is paid the highest commission rate. In the casualty insur-
ance business, there are a number of agents with general a-
gents contracts who are not general agents in the functional 
sense at all but who are important enough to their companies 
to be paid general agents 1 commission. 
Table 1 shows how commissions vary by types of con-
tracts. Agents who produce a given minimum of business may 
be given general agency contracts by their casualty companies. 
These contracts are used principally as a competitive device 
in securing agents. 
Table 1* 
Commission Schedule of Company X (Excerpts) 
Line General Regional Local 
Agent Agent Agent 
Personal acqident 35% 30.0% 25.0%. 
Automobile bodily injury 25%. 20.0% 17.5% 
Burglary 30%. 22.5% 20.0%. 
Banker's blanket bond 15%. lO .O%r lO .. O% 
Regional Agents 
The supervising regional agent may be a direct-
reporting agent, or he may report to a branch office or a 
* 15, P. 96 
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general agency. Theoretically, he has charge of a small terri-
tory; usually a section of a state, a county, or a city. His 
duties are much the same as those of the general agent, except 
that they are on a much more restricted scale. The volume of 
business produced by regional agencies is confined to the.busi-
ness produced by the regional agent· himself and what he can 
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get from local agents and brokers in his districti.. Regional 
agents receive a lower scale of commissions than that paid to 
general agents but a higher rate than that paid to local agents·. 
Especially in casualty insurance, regional agents 
are such in name only. Competition may persuade a carrier to 
appoint as a regional agent some local agent who is doing an 
outstanding production job. They make this preferential ap-
pointment to keep the preferred local agent from accepting a 
higher commission contract and placing the bulk of his busi-
ness with some other company. 11-By raising the status of an 
agent from local to regional, his commission scale is thereby 
increased."* The hi"gher commis$ion may be enciugh to discourage 
the agent from making a change in companies. 
Local Agents 
The local agent represents a carrier in a given city 
or town. He will ordinarily represent more than one carrier, 
and he may represent both stock and mutual companies. The 
commission received by the local agent naturally is less than 
that paid to general or regional agents-. The local agent 
performs little ·technical insurance s:ervice for the home 
office. These services are performed by the true regional 
or general agent, or by the branch or home offices. The 
local agent is principally a salesman; his job is to acquire 
business and to give counsel to his clients. ·However, for 
fire insurance, he is usually a recording agent; that is, he 
prepares- and countersigns policies in behalf of his companies. 
In casualty insurance he is often no different from the re-
gional or general agent, except that his commission rate is 
less and he w-~ites less business. 
Attached to the home office, branch office, or gen-
eral agency may be found a representative who solicits exclu-
sively for a given carrier or_general agent. He is known as 
an noffice agentn. Although he is considered an employee of 
the carrier or office, his only pay is a commission for the 
business he produces, generally at the same rates as are of-
fered a local agent. The office agent, however, may have a 
better net income than the local agent, since his office, of-
fice supplies, and other services are furnished to him. An 
office agent may ask for and obtain permission to write busi-
ness in companies other than that of his benefactor.* 
Brokers 
Not all insurance producers are anchored to compa-
nies by agency contracts or by employer-employee relationships. 
~~- 16' p. 435 
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Some are completely independent of all company contract and 
they shop around to find the best type of coverage possible 
for the insurance buyers who are their clients. These pro-
ducers are called nbrokers 11 • 
The broker, as contrasted with the agent, is the 
agent of the insured and not of the company, in spite of 
the fact that he derives his income directly from the 
latter. The insured is therefore generally responsible 
for the acts of the broker, whereas the company is us~ 
ually responsible for the acts of the agent.* 
The clients that the brokers serve are not required 
to pay the broker any amount of remuneration directly. Of 
course, the premiums they pay for their insurance are loaded 
to take care of all commissions. So, indirectly, the client 
pays the commission of both the agent and the broker. The 
broker 1 s commission is usually a little less than that of the 
agent. This allows the agent to accept business from a broker 
and.still retain a light margin of profit. Brokers, however, 
may place their business direct with the company rather than: 
through an agent. 
Some insurance brokers operate solely as insurance 
salesmen, providing no technical insurance service. They de-
pend upon the companies to provide these services for their 
clients. Other brokers maintain a staff of engineers to help 
their clients obtain the best rate possible for their insur-
ance. These engineers check the exposures of their clients 
* 19, P. 57 
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and the rating procedure of their companieff. They also ad-
vise on loss-prevention activities. 
Brokers are more prominent in metropolitan areas, 
operating extensively among.business, corporations with large 
exposures. They may become, virtually, insurance managers 
for some corporationB. 
Brokers are not prominent in life insurance but are 
very important in the fire and casualty lines; they are 
most important in the field of marine insurance. Some 
pro-ducers may be both agents and brokers, operating as 
brokers in a metropolitan area and as agents for life 
insurance com~anies but as brokers for fire and casual-
ty ins1.1r anc e . 
Solicitors 
A final type of producer is the solicitor. He usu-
ally cannot bind the company or write policies. He simply 
finds prospects for insurance and then handles the business 
through a local agent, broker, or company branch office. 
Special Agents or Fieldmen 
Contact between fire and casualty insurance compa-
nies and their agents is maintained through salaried repre-
sentatives, know.D. as 11 special agents 11 or uf'ieldmen11 • The 
special agent is assigned a territory and is responsible for 
the company 1 s business in it. He may work directly f'or a 
company or for a general agency. Special agents often are 
* 15, P. 98 
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specialists in one line; for example, in liability insurance, 
or in inland marine insurance. With the development of multi-
ple-line underwriting, however, the trend is gradually away· 
from specialization among fieldmen. 
The specific tasks of the fieldmen are numerous. 
He must see that his company gets its share of business out. 
of his terri tory. This involves .. appointing agents, assisting 
agents in approaching prospect.s when requested, helping agents 
to plan a sales program, keeping agents informed on the de-
velopment of new coverage and forms, helping agents with tech-
nical problems involving coverages and procedures, and in gen-
eral maintaining the good will and confidence of the agentJ.s. 
The job of the special agent is not only to get busi-
ness out of his territory but also to see that this busineffsc 
is profitable. If a given agent persists in placing poor 
business in his company, the special agent must investigate 
in order to find the cause. If the condition continues, then 
the fieldmari has no other choice but to terminate the agency 
contract and appoint a new agent. The special agent also 
serves as a collector of past-due accounts among his agencies. 
In some lines of insurance the special agent also helps in ad-
justing losses.-~~ 
Agency Contracts 
When a carrier enters into an agency agreement with 
a local or general agent, the substanee of that agreement is 
* 16, P. 436-437 
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set forth in writing. This written agreement, called an na-
gency contract 11 , defines the relationship between the company 
and the agent. It states the territory in which the agent is 
to operate, outlines his commission scale for various lines 
of business, lists certain specific duties and responsibili-
ties, sets forth the procedures to be used in reporting busi-
ness and in handling funds, describes the records that the 
agent must keep, and provides terms for cancellation of the 
contract by either party. 
Letters of Authority 
The functions and powers of insurance agents may 
greatly differ depending upon the line or type of insurance 
with which he is associated. Yor example, in life insurance 
the agent is primarily a salesman equipped with a rate book 
showing the rates, surrender values, and other features of 
policies issued by his company, as well as sample policies 
and application blanks. The policy is sent to the agent for 
delivery, and his powers are limited to securing the appli-
cation, delivering the policy, and collecting the premium. 
The life agent cannot bind the company on the acceptance of 
risks, or the settlement of losses. 
The above situation is far removed from reality when 
we turn our attention to other types of insurance coverage. 
Property insurance is much more intimately associated with 
commerical transactions than is life insurance, and there 
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cannot be the delay and uncertainty in regard to the issuance 
of a policy covering property or commercial transactions which 
the system used by life insurance companies involves. There-
fore, the carriers have made provisions to meet the needs of 
the business community by providing local representatives 
(agents) with blank policy forms which they are commissioned 
to countersign and issue in accordance with instructions sent 
them from time to time. 
Theoretically, the agent has only such powers as are 
delegated to him by his commission and instructions, and as 
limited by policy forms. In actual practice, however, under 
general legal principles he (the agent) has such powers as 
the public, with the active or passive consent of the carrier, 
may reasonably be led to beiieve he has. This becomes of par-
ticular importance when the agent modifies the standard forms 
of policies in some unauthorized way, or otherwise exceeds his 
written authority in his dealings with the public. 
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The insuring public does not, and is not required to 
search out the detailed powers and restrictions of the insurance 
agent. The public is guided by the :appar-ent powers of the a-
gents. Although the insurance compan~ is entitled to all rea-
sonable protection, it appears that such prov;~Flions are futile, 
in most jurisdictions, because they run up against general le-
gal principles, and, if rigidly construed, would work grave 
injustice to the insuring public. The following quote should 
clarify this point. 
••• if a company intentionally or through negligence 
allowed it to be generally understood in a community 
that a given person ·was its agent, and especially if it 
profited by that understanding, it would be a grave in-
justice to refuse to recognize that agency in connection 
with a particular contract. It is a·general legal prin-
ciple that an agent has such powers as, with the active 
or passive consent of his principle, the public is led 
to believe he has,. and there appears to be no reas,on 
why the rule should not apply in the insurance business. 
As it is not the general policy of insurance companies 
to advertise limitations on the powers of local agents 
issuing policies, they are usually held to have general 
powers to bind their companies.* 
Such limitations placed upon the insurance agent may 
be spelled out in his original agency contract,.or the limi-
tations may be added from time to time after the original 
agreement has been drawn up. Buch agreements, enumerating the 
agents powers and limitations, may be known-as a 11 commission 
of authorityn or a 11 letter of authority". 
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·PBrhaps the most vivid example of the nletter of 
authori ty11 and 11 power of attorney11 is to be found with the 
agent who is authorized to write surety bonds. First it should 
be noted that to create an agency relationship, it is not nee-
essary that the agreement be reduced to writing. In fact, no 
particular formalities are essential, and the authorization 
may be written or oral. (In insurance, with perhaps only few 
exceptions, all agency contracts are in writing.) However, 
to the general rLlie there are exceptions. One of these is of 
particular concern in regard to an agent author~zed to write 
surety bonds. 11 It is a rule that, when the purpose of the 
* 18, P. 81 
agency can be fulfilled only by the signing of a formal docu-
ment under seal, the agency must be created under seal. The 
agent is then said to possess the 'power of attorney r .'' ri(- It 
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is with this example that the Hpower of attorneytt and the 
''letter of authority11 can best be described and differentiated. 
For example, John Dne, the agent for the Blank Insurance Com-
pany may possess the ''power of attorney11 to sign all surety 
bonds up to $lOO,OOO. However, there may be, and there probably 
would be a limitation placed upon this power by the agent's 
company. This limitation is generally known as a 11 lett.er of 
authoritylf and it may state that, although the agent has the 
''power of attorney11 to sign all surety bonds up to $lOO ,000, 
he must first refer all bonds above a certain limit (perhaps 
$20,000) to the company for approval. 
Insurance Buyers and Consultants 
Perhaps no discussion of insurance marketing should 
be terminated without a word on insurance buyers and insurance 
consultants. Large industrial concerns faced with many com-
plex insurance problems often employ full-time managers to 
handle their ins~ITance needs. These'buyers study the insur-
ance exposures of their own companies and review the finan-
cial condition and reputation of the carriers that can meet 
their needs. They try to get the best possible coverage for 
the amount of money budgeted for premiums. They may place 
* T3, .P. 94 
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business through agents or brokers or deal with direct-writ-
ing home offices. 
fiQ~ases-can be cited where large firms ow:fl their 
o~- insurance agencies. In this way, they can handle their 
own insurance directly with agency companies as well as with 
direc·t writers and, in effect~, save the agent 1 s commission. 11 * 
The buyers job includes keeping abreast of current 
developments in the insurance busines~. Good buyers are some-
times more versed on insurance matters than are many insurance 
agents and brokers. Insurance buyers also must study loss-
prevention techniques and make an attempt to keep losses at 
a minimum. 
ffome insurance buyers rely on outside insurance 
consulting firms. These firms, neither agents nor brokers, 
are solely advisors and charge the buyers a fee for their s-er-
vices. (Agents and brokers also give advice and consultation 
to their clients. However, their sole remuneration is the 
commission and then only to the extent that their advice and 
consultation has produced business.) The consultants make 
an audit of the insurance coverages owned by the client; they 
survey the exposures and then recommend changes in the exist-
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ing coverage and perhaps the purchase of additional contracts. 
The client is free to purchase his insurance from any sound 
company or agency he chooses, although in difficult or special 
cases the consultant 1 s advice also, may be sought in this matter. 
* 15, P .• 100 
~vo of the leading states on the subject of insur-
ance law differ quite extensively when it comes to the subject 
of insurance consultants and advisors. Under the New York in-
surance law it is not necessary for an individual to take an~ 
examination, or be licensed in order to act as an insurance 
advisor or consultant. The only requirement is that he reg-
ister with the Insurance Department of New York. In vivid 
contrast, in order to act as an insurance advisor or consult-
ant in ~he state of Massachusetts the applicant must pass a 
written examination, and undergo a complete investigation by 
the Insurance Department .. 
On the subject of whether the agent can charge for 
advice if he is licensed only as an agent, the same two states 
are again at extreme differences of opinion, but now in oppo-
site positions. In the ease of New York, which is quite lib-
eral with its requirements for individuals acting as advisors 
or consultants, it firmly states that an agent may not charge 
for advice above and beyond his commission under any circum-
stances.* Massachusetts, which is strict with the require-
ments for insurance advisors and consultants, takes a liberal 
attitude toward agents charging for advice, and permits the 
charging for such advice if there is a written contract cover-
ing the agreement of the agent giving advice to his client.** 
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Cooperative O~ganizations 
The insurance business is one in which competition 
can be destructive. The wrong kind of competition can be det-
rimental to everyone concerned! the companies, the policy ovr.n-
ers, and the general public. To protect the interest of the 
companies as well as the interest of the public, competition 
needs to be controlled either by governmental regulation or 
by cooperative action among the companies. As a general rule, 
the companies prefer the latter method; and they have made 
efforts to discourage destructive competition. 
The more serious obstacles to cooperative action 
come from within the business itself rather than from outside 
it. Here are found those that refuse to cooperate. Among 
them the rugged individualist, the new company seeking growth, 
and the company that fails to see the point in cooperating. 
It is these carriers which tend to make government regulation 
the best solution to the problem of protecting the public from 
undesirAble competition. 
There are four areas in which competition may exist 
in the insurance business. They are prices, product, services, 
* and representation in sales outlets. ~ompetition can be dan-
gerous in any of these areas except service. 
Rate-Making Organizations 
Rate-making and standard insurance policies go hand-
in-hand. It is difficult to make and attempt to administer 
* 15, P. 101 
a rate if contracts to which they are applied are not stand-
ardized. Many insurers could have identical rates for the 
same type of coverage and yet almost infinite competition would 
result due to various provisions included or excluded from the 
insurance contract. 
It may be said that rate-making protects the various 
parties to the contract from either excessive overcharge or 
excessive undercharge. 
The problem of overcharge would only be allowed to 
develop where there wasn't sufficient competition or where 
all the insurers agreed to make the rate excessive. By far, 
the largest problem is undercharge which is the direct result 
of increased competition. Everyone agrees that the righ~ 
type and correct amount of competition is good for the gener-
al buying public. However, if excessive rate cutting is per-
mitted in insurance it can lead to nothing but insolvency of 
the insurer which will hurt all the par~ies involved. 
Agency Relations 
Another factor, competition for agency representa-
tion, if left uncontrolled, could lead to weaken company fi-
nancial structures. Most companies secure their business 
from agents rather than directly from the public. rf these 
agents were to hold out for the company paying the highest 
commissions, a competitive situation would develop in which 
commissioms would climb to excessive levels. Insurance rates 
allow Only a f'ixed percentage of' every dollar of'.premiums 
collect~d. If' a disproportionate share of' this expense allow-
ance is used to pay selling costs the rest of' the administra-
tive e1~enses will have to be either paid f'rom investment 
' 
earnings or f'rom underwriting gains or drawn f'rom surplus. 
Since the stockholders want prof'it and since surplus cannot be 
drained indefinitely, exorbitant commission scales may poiht 
the way to company f'ailure unless off'set by higher insurance 
rates. It seemscunlikely that a state regulatory body would 
approve an increase in rates to allow the payment of unrea-
sonable commissions. 
It is not an easy matter to control agency commis-
sions and eliminate commission wars. TI1ere are too many 
classes of agents and too many services which a company might 
give an agent instead of increased commissions. Such services 
may include policy writing, engineering inspection, et cetera. 
The regulation of expense ratios has been under-
taken in some lines of insurance by the rate-making organiza-
tions. Tliis in· turn has a limiting effect on commis-sions to 
agents.* 
B. Cbnflicts Between Agencies and Branch Offices 
Among the competing method·s of producing business 
there is to be found both cooperation and conflict. In the 
case of advertising by the insurer it is in cooperation with 
* 15, P. 103 
the field force, although some agents feel it is in conflict 
with their true purpose. However, as has been noted before, 
in some instances, there is real conflict between the branch 
office and the field force. 
Because of the large cost involved in the estab-
lishment and maintenance of branch offices, smaller and young-
er companies generally turn to appointing already established 
agencies when building up a field force. Out of the number 
of companies that rely upon the agency system to get them 
started in business there are many who are completely satis-
fied with the progress developed and continue to use agents 
exclusively, or at least predominately. However, there are 
other insurers who desire to have direct control over the 
marketing of its product. These companies thus turn to the 
establishment of branch offices throughout the territories 
in which their business is scattered. 
Beginning w~th the year 1920, succeeding adminis-
trations of the National' Association of Insurance Agents ex-
pounded the doctrine that 11 th~ integrity of insurance, .. the 
public confidence it enjoyed and the success of well managed 
companies had been brought about largely through the service 
rendered by the policy-writing agent to his community and 
the insurance companies which he representedu. -~~ However~ the 
National Association recognized that in metropolitan areas; 
* l, P .. 199 
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mainly New York, Philadelphia, Chicago, and San Francisco, 
the operation of branch offices by a number of insurance com-
panies had been so long continued and so definitely a part of 
the usual and customary method of operation, that these cities 
were ones in which it might be impossible to root out the 
branch office and substitute exclusively policy-writing a-
gents. 
Thinking ran along the line that the further ex-
tension:of branch offices should not continue. 
It was also believed that this branch office intermedi-
ary between the purchaser of insurance and the company 
inevitably led to greater cost and poor service to the 
insuring public, because it had caused the appointment 
of many non-policy-writing, so-called agents who ren-
dered no service that promoted the interest of the in-
suranc:e business, either to the public or the companies.* 
The majority of branch office production came either through 
these non-policy-writing agents or brokers. 
The campaign of the National Association was directed 
toward an attempt to persuade insurance companies that the 
appointment of any class of producers other than the policy-
writing agent and the solicitor licensed by law to represent 
or place business with such agents was not in the public in-
terest. By recognizing that the abolition of presently exist-
ing non-policy-writing agents was not in the foreseeable fu-
ture, the National Association took the position that those 
non-policy-writing agents then in existence should be placed 
* 1, P. 199 
on a basis of commission which would enable policy-writing 
agents to pay an equal commission with a fair margin of prof-
it above operating cost; and in no event should they receive 
a higher commission than was currently paid to licensed so~ 
liqitors or brokers in any given locality by policy-writing 
agents. 
Also, it was argued that existing offices serving 
non-policy-writing agents should operate in accordance with 
local board rules, confine such writings to full-time solic-
itors connected directly with their offices and should not 
accept over the counter business. 
Dovrn through the years, the National Association-
at many of its annual conventions and midyear meetings de-
plored the continuation of the branch office system, and en-
deavored to prevail upon the company management to recognize 
the American Agency System as the desiraple and proper pro~ 
* duction method. · 
The American Agency System is defined in the con: 
stitution of the National Association of Insurance Agents as 
a system designed for: 
•.• the production of insurance premiums and the ser-
vicing of insurance contracts by insurance agents oper-
ating solely on a commission basis on their own account 
as independent contractors, who maintain their own 
offices separate and apart from any*~roduction office 
maintained by an insurance company. 
~ l, P. 200 
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It is obvious that a branch office cannot fit into 
that definition because it is set up, staffed and operated by 
salaried employees of the company. Companies using the branch 
office system often argue that the branch office system freed 
them.from the independent status of the insurance agent; en-
abled them to have direct control of the production of insur-
ance premiums; and resulted in the production of greater pre-
mium income in a given territory than would be secured from~ 
an independent agent. 
Occasionally, the claim is also made that branch 
office operation is no more expensive to an insurance company 
than agency operation. However, this claim is soon exposed 
by the simple analysis that the salary of the branch manager, 
plus the office, plus the payment of all operating expenses: 
of the branch office, plus the payment of the usual and cus-
tomary commission to non-policy~writing agents and s~licitors 
must of necessity be greater than the usual and customary com-
mission paid to an independent insurance agent, plus nothing. 
The independent insurance agent must pay all of his expenses 
including office and operating expenses out of his commiss:tom 
alone. 
The following quote by Walter H~ Bennett, who has 
had a lifetime of eA~erience in this field, may throw some 
light on this interesting and controversial topic. 
I know there are a few agencies or producers who 
in 11f.Oments of despair have said that they would l.ike to 
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see branch offices established but in saying this these 
agents do not visualize nor do they realize the eventual 
effect of branch offices. They think only of a branch 
office as one which will do all the work but accept busi-
ness only from the legitimate licensed agent--possibly 
a member of his own local board or exchange--but if 
branch offices are established this condition will not 
prevail; ~ 
Branch offices, when once established, will take 
business from any type of producer, and many of them 
have advocated the breaking down of the agency licens-
ing system so that members of the insuring public could 
come to their branch offices and place their business 
over the counter and receive a premium discount for so 
placing the business and as a bonus for placing it di-
rect and not thr·ough an agent. Under. the existing li-
censing system, branch offices would appoint anyone that 
might apply as solicitor or agent; anyone from the gar-
bage collector to the high-powered attorney. Under the 
branch office system, agency solicitation would be in-
creased many hundred-fold to the end that in time there 
would be a few service-giving agencies left and the 
overhead expense or acquisition cost would be increased 
probably to the point where there would be no profit in 
the agency business. ?t-
What justification is there for branch offices? 
The National Association contends that there is no justifica_-
tion for them while the branch office companies contend that 
there are many legitimate justifications for them• The fact 
of the matter is that both parties have biased opinions be-
cause of their own interests. However, this is not to corr~ 
elude that neither view contains an element of truth. Of 
course it is to the best interest of the insuring company to 
control its own business and to keep it renewed in its ovrn 
company year after year. What business does not want con-tin-
, 
uous patronage of its customers? 
* 1, P. 202 
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On the other side of the issue we see the agent who 
is also the agent for several other insurers of like coverage. 
It is the agent who has produced the bus.iness and thus he 
feels that in order to give the best possible service to his 
clients he must continuously have the decision as to the place-
ment of the insuredTs risk. 
Rlstorically, perhaps the largest complaint against 
the production branch office has been the fact that it was al-
most unlimited as to the amount spent for acquisition costs. 
This is not entirely true today, but it may be wise to look 
at the situation which would permit such a criticism. 
At the present time, with regard to acquisition 
costs in the fire and casualty insurance business, there are 
no limitations as far as statutes are concerned. However, 
all rates must be approved by the insurance commissioner of 
the state. When rate filings are presented to the commission-
er for approval, the portion of the.premium which will be al-
located for losses is the important factor. To this amount, 
the company adds a reasonable amount to cover for all expenses 
depending upon the particular type of insurance involved. The 
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expense portion-added to the loss portiorr;must also be approved 
* by the state insurance commissioner. The common or average 
ratio of the insurance premium is to allocate sixty percent 
for losses and forty percent for expenses. 
* 37 
With respect to the forty percent of the premium 
dollar allocated for expenses, Carleton I. Fisher, president 
of the Rhode Island Association of Insurance Agents, had the 
following to say. 
The fact of the matter is that we are talking about 
an economic problem that is not peculiar to the insur-
ance business. It involves the expense of distribution 
of every commodity or service. It has many times been: 
pointed out that the cost of distributing the insurance 
product compares more than favorably with similar costs 
in other fields. In rebuttal it is said, that despite 
this fact, we should not be satisfied to view with pride, 
but should ever be- striving to bring costs lower. I a-
gree. But we must notoverlook the fact that we are 
dealing in something intangible that must be sold ih 
most instances, it is not bought.*· 
Now for a look at the production branch office sit-
uation lvhich gives rise to criticism. First of all, it should 
be recognized that the commission is not the entire expense 
involved in the insurance business although it is a large por-
tion. The other eA~ense has to deal mainly with the clerical 
work and maintenance of the home and branch offices •. Thus, 
the complaint against branch production:offices (not all of 
them but the ones guilty of such practices) is that in·many 
cases they pay the same amount of commissions permitted regu-
lar agents to solicitors and brokers. Besides paying such 
high commissions to solicitors and brokers the branch office 
provides such services and facilities as office space, sten~ 
ographic services, stationery, telephone, etc. Naturally, 
* 27, P. 70 
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it is impossible for a regular agent to compete with the 
branch office when he must provide all of.these services for 
himself out of the regular commission which he receives. 
Yes, there is a limit to acquisition costs, but it 
is quite easy for branch offices to provide many services to 
non-policy-writing agents, brokers, and solicitors, charging 
it to regular office expense, and still pay such insurance 
producers the same level of commissions permitted regular a-
gents. This type of business procedure has permitted the 
insurance;companies to have direct control over its business 
which is particularly important in respect to renewals. 
What present day regulations prevent the abuse of 
companies allocating and spending excessive amounts for the 
acquisition of new business? First of all, as mentioned pre-
viously, rate filings must be made and approved by the state 
insurance commissioner. This, hol'rever, is not a foolproof 
method of checking upon the different expenses of insurance 
companies. In respect to additional services provided to 
some agents, brokers, and solicitors, over and above their 
commissions, the insurance company may, and in many cases· 
does allocate such additional expenses to allied expense ac-
counts rather than the expense account dealing with acquisi-
tion costs. Such action does not show a true picture of the 
acquisition cost of the business. To prevent such abuses: 
and to promote uniformity in the reporting of expenses among 
insurance companies New York State enacted the Uniform 
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Accounting Law. When was the Uniform Accounting Law passed 
and has this greatly helped to equalize companies as to the 
amount spent for the acquisition of business? To this ques-
tion the New York Insurance Department gave the following 
answer. 
The Uniform: Accounting section of the ITl...surance Law, 
Section 189, was added by the Laws of 1946 and we feel 
that our Regulation._30 interpreting this section of the 
law has helped considerably in bringing about uniformity 
in the reporting of expenses by fire and casualty compa-
nies.* 
Thus, New York not only requires that companies have rates 
approved by the insurance department, but it follows up the 
companies to see that their performance matches their inten-
tions. This not only prevents undesirable competition for 
business by companies, but it protects the insuring public 
from excessive premiums which would have to be charged by 
insurance companies to cover the additional cost of selling 
due to the payment of higher c·ommissions and other. services 
provided their sales representatives. 
11 If, in the average branch, the entire overhead 
were counted into the expenses, the cost of conducting the 
same would far exceed the commissions permitted to agents.n** 
Many mutual companies have argued for years about the b...ig'h 
commissions paid to policy-writing agents, yet they will pay 
commissions of equal amount to non-policy-writing agents above · 
* 39 
** l, P. 204 
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the expense of' the branch office just in order to have direct 
control over their business. IT the companies are really 
looking out for the benefit of' all concerned, vlhy don't they 
reduce the total cost of insurance by the cost of' the branclL 
office, and compete with lower cost insurance by marketing 
it exclusively through the American Agency System. 
The increased sums expended by companies for busi-
ness have probably not benefited the average agent. He 
has been confronted with an increase in new agents be-
yond the growth of new business together with the com-
petition of large numbers of part-time agents, solici-
tors and non-policy-writing agents and in metropolitan 
center.s with armies of' new brokers unworthy of the name 
The defense of' and justif'icatiorr;of the commissions 
paid to agents was well made; the companies should take 
steps to eliminate unnecessary and unqualified agents; 
fire companies should be urged to establish a reasona-
ble differential between policy-writing and non-policy-
writing producers; no solution of the problems of' ac-
quisition cost can ignore the right of' agents to fair 
and reasonable treatment. The present competitive sit-
uation in the agency and brokerage field is serious and 
injures the American Agency System to a great degree.* 
There is no objection, and never has been to compa-
ny f'ieldmen, or inspectors or engineers operating in the field 
and who perform services beneficial to insurer 1 the agent, the 
policyholder, and the general public. However, when it comes· 
to the establishment of' production offices in competition 
with the American Agency System there is little silence. 
11 There is no just reason for elaborate company production 
offices, many with street floor locations, and direct to the 
public advertising. The next step is direct to the public 
* l, P. 208 
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dealing and the end of the American Agency System, the end 
of your agency ! ~! n {f-
C. Opportunities for Agencies 
The United States by far leads the rest of' the 1trorld 
in the amount of insurance in force. While perhaps not attrib-
utable in its entirety to the system of doing business through 
agents, who in turn are motivated to sell insurance for the 
remuneration they receive, it is nevertheless true that in-
surance for the most part must be sold. It often requires 
the services of a trained and competent insurance expert to 
outline to an individual or to business management the re-
quirements in the way of insurance to forestall possible dis-
aster. In an Ltntold number of cases, after a loss has oc-
curred and when the benefits are received by the insured, the 
persistence of the insurance agent in pointing out the need 
for insurance has been appreciated. 
In recent years the American Agency System has been 
the subject of criticism and attack. In the search for lower 
costs it has been pointed out that agency commissions are one 
of the important contributing factors to the cost of insL~­
ance. It is argued that if' the purchaser of insurance is 
allowed to approach the company direct, without the interven-
tion of the insurance agent, the amount of remuneration that 
the agent receives in the form of commission will ultimately 
-i} 1, 1 p e 216 
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reflect to the buyer of lnsurance. Insurance today lS a 
highly complicated subject. If there were no insurance a-
gents, individuals as well as business management would have 
to secure the advice of competent insurance counsel in order 
that their insurance programs be properly effected. Whether 
from an agent or from a family attorney, insurance counsel, 
or other properly qualified person, it has long since beerr. 
demonstrated that it is impossible to get anything worth while 
for nothing, and in the long run the remuneration now paid to 
agents would have to be paid to someone else performing the 
same function. To the extent that the agent focuses the atten-
tion of his prospects upon the risks whlch face them, and to 
the extent that he furnishes them an intelligent service in 
planning their insurance programs, his service is valuable 
* and economically constructive. 
Insurance companies have been striving constantly 
to improve the services that their agents are able to render 
and have found no satisfactory substitute for the servlce 
giving agent. The agent unquestionably renders a productive 
service and is entitled to his compensation. 
11
.Agency System is well entrenched and, like the 
retail merchant, is the most popular if not the most efficient 
and economical method of distribution of insurance today. In 
other words, you don•t have to get the business. You have it. 
Your problem is to k~ep it. 11 *.r.-
* 13' p. 19-20 
** 26, P. 24 
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Historically the agency system was the first method 
of producing business on the large volume scale. It is only 
of fairly recent years that ~ranch office methods have be-
come serious threats to the agency system. It is up to the 
agency system to prove that it is the superior method in or-
der to keep its business. The agent can do his part by being 
a service giving agent in deed as well as in word. 
Along with this it may be even necessary for agents 
to accept a lower commission ratio. m:n.vever, this does not 
necessarily mean lower overall commissions. This is true of 
the ambitious agent who will step up and greatly increase his 
volume of business because of lower price. Thus, even though 
the commission ratio may be lower, his overall commission in-
come may be greater due to a large volume of business. This 
is one way for agents to compete more successfully. 
In an address before the Oregon Association of In-
surance Agents, H:: K. Dent summarized the future of the agen-
cy system as follows. 
So I say to you, to the agency system, as well as 
the insurance business--you are in a critical period if 
not condition. If you continue the methods that have 
brought on this situation, you cannot survive, but if 
you don 1 t survive-yes, survive and prosper even more 
than you have, it will be a crime. It will be because 
you have not the courage to face the facts and so regu-
late and conduct your business that you can stand the 
piercing scrutiny of public investigation and legiti-
mate competition, as well as produce the best class of 
business ev~n though the cost is a little greater. 
People always will demand insurance, and as I did twen-
ty years ago, today, I think the best form of insurance 
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is the capital stock, serviced by a strong, efficient, 
and cooperatiie agency plant. Of course you can survive, 
but will you? 
Even though the prospects for the agency system as a whole 
may look fairly promising it is no assurance that any individ-
ual agency will be successful in its business venture. 
Perhaps the first important issue to consider whem 
contemplating the establishment of an insurance agency is the 
overall economic climate. Times of business recession or de-
pression prove to be very trying for even well established 
businesses. It is also usually a time for business failure 
of some firms which may have had successful experience in 
business up to this time. Thus, it should be evident that 
the timing of any business venture- should coincide with favor-
able business conditions. 
The second issue to consider is the local conditions. 
This issue includes overall business conditions of the local-
ity and the specific need for the type of business under con~ 
sideration. Overall business conditions of the locality 
should be viewed with the same judgment as the overall eco-
nomic climate referred to in the previous paragraph. However, 
though they are similar in nature they are not the same and 
results based on the prospective view of both may greatly dif-
fer. To explain, the overall economic climate of a nation 
may be excellant and the view for the immediate future may 
* 26; P. 49 
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also a:p:pear very :promising; yet within the nation there may' 
be small sectors which have depressed economic conditions and 
the outlook for the future is' anything but :promising. Thus,_ 
it is evident that a decision as to a business venture may be 
in the affirmative when based upon natioP~l economic conditions 
alone, but be in the negative when local economic conditions 
are considered. 
Also within the second issue of consideration is· 
the specific need for the type of' business under consideration. 
Both national and local economic conditions may be favorable, 
yet if' the community is SRturated with insurance agencies there 
is little :purpose in attempting to establish another one. The 
best any new agency could do under such circumstances-would be 
to capture a small :portion of' the market. This would probably 
not be :profitable for the new agency and at the same time 
would be costly to all the other agencies because of' increased 
competition. When a new business can be established in a com~ 
munity without being unduly costly to would be competitors 
it can be said that there exists an economic need for such 
a business. 
The third and final issue to consider includes the 
attributes and :potentialities of the individual agent or 
agency. It is evident from the number of' first year business 
failures in good as well as bad times that economic conditions 
and an economic need for the type of' business rrnder consider-
ation are not the only factors needed to promote business 
success. 
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Individual :factors. are very important to assure 
business success, particularly in a business like insuran~e 
where an intangible commodity is bei~~ marketed. The agent 
or agency must possess~ a thorough knowledge o:f the business 
and also be a competent manager o:f the business. The thorough 
knowledge o:f the business i.s needed- to s-erve the clients~ and 
to acquire new ones :from the general public. Managerial 
abili t'y is needed to ,c:oor<iinate all the :factors:· o:f the busi-
ness and to allocate time, :funds~, and personel in such a 
W?;Y as t'o s~erve the public competently along with es;-fjablisb:-
ing and maintaining a pro:fitable insurance agency businesB::-. 
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CHAPTER TWO 
HISTORY OF THE ~ffiRIOAN AGENCY SYSTEM 
It is sometimes hard to believe and visualize a 
system other than the one which is now in existence and which 
is so common and familiar to everyday modern living. Such is 
the case with the American Agency System which to the present 
day generation appears an extremely logical and obvious method 
for the widespread distribution of' insurance coverage. How-
ever, this has not always been the prevailing point of view. 
In fact, the use of agents in the insurance business is a com-
paratively recent development in the long history of insurance. 
In the early history of insurance there were no a-
gents, thus, the business was transacted directly with the 
company through the home officers. This method had been in 
practice in the European countries, and its adoption by the 
early companies in the United States was a natural one.* 
vrhen the insurance industry and individual compa-
nies were small there was little pressing need for an agency 
force. However, as the business grew and individual compa-
nies expanded the need for widespread distribution of risks 
by the company was obvious. When companies concentrated 
* 5' p. 64 
their business in one locality they were running the risk of 
catastrophe loss. The.expansion and dev.elopment of small 
companies was also a needy factor, both for the stability of 
business and to keep pace with competition in costs and cov-
erage. These goals could not easily have been reached with-
out an agency force or some other comparable system. 
A. Origin of Insurance Agencies 
By the close of 1796, two years after writing its 
first fire policy, the Insurance Company of North P~erica had 
made a number of contributions to fire insurance which were 
to have permanent effects on the business. The metal 11 fire 
mark'' of the North America, depicting an eagle taking flight 
from a rock, appeared on houses in localities as widely sep-
arated as New Hampshire and Georgia. Some of the twenty-
odd other American fire insurance companies then in exist-
ence wrote more risks than the North America, but it seems 
doubtful if the business of any was scattered over so large 
an area. In fact, the two oldest Philadelphia companies, 
Hand-in-Hand and Green Tree, confined their risks to the city 1 s 
limits. The greatest of the North America 1 s early contribu-
tions to the science of fire insurance flowed from its ex-
tensive distribution activity. It was the forerunner of and 
* finally development into the local agency system. 
* 8, P.96 
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The Experimental Agency 
On January 28, 1797, Colonel Charles Pettit wrote 
the following letter to John Hollins, a well known merchant 
of Baltimore. 
Divers applications have been made to this office 
for Insurances against fire, on buildings in the Town 
and Neighbourhood of Baltimore, and on Furniture & Mer-
chandize contained in Buildings. The descriptions of 
the Buildings proposed to be Insured, as to materials, 
Stile, finishi~~, local situation, neighbourhood, and 
various other particulars requesite to be made known, 
are often deficient. ~he kind of Goods to be insured, 
in what part of the Building kept, whether in entire 
packages, or open and dispersed on Shelves & are apt 
to be also too imperfectly described. 
To remedy these inconveniences it is proposed that 
a Suitable person be appointed in Baltimore to whom per-
sons desirous of making Insurance on property there, 
should apply to See that their applications are put into 
proper form, accompanied by a drawing or Sketch of the 
ground plan of the Premises to be Insured, and of the 
neighbouring adjacent buildings, annexed & referred to 
in the description, to be extended as far as the next 
Cross Street on both sides of the Front and a particu-
lar description of the Back Buildings as well as of 
the House to be Insured as of those in or near a line 
with the Front, for One hundred feet each way, naming 
the Streets and Their Directions, and marking the dis-
tances by common estimation. The materials of which 
the neighbouring Back buildings are formed, & a general 
description of the manner & purposes for which these 
are occupied is necessary, especially if these by any 
extra Hazardous busine·ss carried on, or extra Hazardous 
Goods Stored in them. 
In Philadelphia an Officer appointed by the Company 
who surveys and Reports in i'Tri ting upon every House In-
sured: for which he received a Fee from the Applicants 
of Two Dollars each whether the Application be for In-
surance on the Building or on Goods contained in it. 
If a person of Suitable talents and integrity could 
be engaged in Baltimore who would u_~dertake this Agency 
for such Fees as the Applicant would pay him, the In-
surance Company -vrould appoint him, and Stipulate not to 
Act upon any application but Such as should be Signed 
by him and they would expect on his part that every 
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application he should Sign would be accompanied by a 
drawing & description answering all the essential par-
ticulars of their Directors in those Drawings. Sub-
stantial information necessary to give an adequate Idea 
of the Risque is the object desired. A Master Carpenter 
would be most likely to do the Business with ease to . 
himself.* 
Colonel Pettit concluded by asking Mr. Hollins 
to help him in selecting n a person of Sui table talents" ·to 
be the Baltimore agent. 
This communication throws interesting light on the 
conduct of fire insurance in the closing days of the eight-
eenth century. It defined a local agent's duties according 
to Charles Pettit's conception, including the feature of ex-
clusive agency and the method and amount of the agent's re-
muneration. 
When the survey of the applicantts premises was 
forwarded to Philadelphia, the company itself established 
the premium rate in conformity with the degree of risk in-
valved. Policyholders were notified of.the approaching ex-
piration of their policies, most of which were written for 
three years, by advertisements periodically published in the 
Philadelphia papers. This is extremely different from to-
days careful and direct procedure of notifying policyholders 
of their expirations. This uncertain means of communication 
with a policyholder even no further away than Baltimore was 
something an alert agent would be quick to improve. 
* 8, P. 97 
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At first the Board was divided on the question of 
local agencies. Thus, an experimental contact was made "'Jori th 
the firm of Davis & Reid in Charleston, South Carolina. In 
behalf of the North America, Davis & Reid inserted advertise-
ments in the local newspapers. They convinced people of the 
advantages possessed by the Philadelphia company over Euro-
pean competitors. During this experimental time Davis & Reid 
transmitted several applications., with surveys, to Phila-
delphia. 
11 Then Davis & Reid asked that their relations with 
the compa:.o.y be placed 'upon a more sure footing, that we may 
not disappoint people'. The directors decided, however, 
'that it is not expedient to have an Agent at Charleston 
authorized to take Risques against fire' .n iE-
The argument against the appointment of represent-
atives in such a distant place probably was the same argu-
ment that was advanced when the question was revived a few 
years later. This held that the agents ·would favor the in-
terests of the policyholders, who were neighbors, over the 
interest of the insurance company. 
Nevertheless, the agency·question was not down. 
With the plan "~•vorking satisfactorily in near-by Baltimore and 
Wilmington, in 1804 Colonel Pettit proposed to extend it to 
Washington. In fact, the development of insurance coverage 
* 8, P. 98 
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in Washington brought about through the appointment of agents 
was one of the leading factors in changing this unfinished, 
struggling hamlet into a respectable city which the citizens 
were proud to call their capital. 
To give an adea of the rate fixed by the North 
America, the brick barn at Mount Vernon, was insured for 
$4,000 for a premium.of 1 percent. Under a rule of the com-
pany then in force, frame structures outside of Philadelphia 
were uninsurable.* 
At the end of 1802, when the Insurance Company of 
North America completed its first ten years in business, re-
ceipts for that period from fire insurance stood at $81,253. 
Losses aggregated $31,116. The percentage of profit from 
the fire business far exceeded that of the much larger ma-
rine business which had receipts of #6,037,456 and losses of 
$5,500,887. Also, around this time the marine losses had 
** exceeded receipts. 
The l~rch To The Frontier 
The fire business continued to move along at about 
the same pace, while the mounting of marine losses encompassed 
the company with serious difficulties, taking half of its cap-
ital. No sooner had the. capital been recovered than the mar-
itime situation once more became acute. This was the state 
* 8, P. 102 
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of affairs when on October 6, 1807, Alexander Henry in a vig-
orous address to his fellow members of the Board called for 
a march to the frontier, beginning with the establishment of 
an agency in Lexington, Kentucky. 
Henry's spirited pleading for the development of 
the West resulted in the appointment of a committee, with 
himself as chairman, to consider the benefits of extending 
fire insurance coverage to other cities and towns in other 
states beyond which it was then customary. The committee's 
favorable report aroused opposition on the ground that the 
company would never know the true character of its liabili-
ties in such distant places owing to the partiality of. agents 
in favor of the local polic.yholders. Nevertheless, the Henry 
committee's report won out over the cries of opposition and 
on December 1, 1807, President Inskeep was directed to appoint 
trusty persons ••• at such places as he shall think advis-
able to act as Surveyors and Agents of this Company 
whose duty it'shall be to Survey and Certify the situa-
tion of all Buildings and property on which insurance 
is required, at the expense of the persons applying 
therefor. But no insurance to be made without the re-
turn of such survey and Certificate to the office, and 
the sanction of the President, Provided, however, that 
where there is no Agent acting for the Company, the Sur-
vey and statement of the parties or others may be ac-
cepted as heretofore.* 
From this it will be noted that nothing new was 
added to the function of the local agent. He solicited busi-
ness and surveyed property. Whether this business was accepted 
* 8, P. 104 
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and at what rate was determined in the home office; usually 
by the president himself. Not until the Civil War were a-
gents endowed with the authority to accept or reject risks. 
John Inskeep acted with characteristic promptitude, 
and within sixty days the West was opened up. On Janu-
ary 26, 1808, Thomas Wallace was appointed agent at Lex-
ington, Kentucky, John Bustard at Louisville, Jephthah 
Dudley at Frankfort, Peter Lee at Washington, Pennsyl-
vania, near the Ohio line, and Jesse Hunt at Cincinnati. 
A fortnight later James M. Caldwell was designated to 
represent the company at Wheeling, Virginia, John McCoy 
at Chillicothe, Ohio, Doctor John McDowell at Steuban-
ville, Ohio, and William Tate at Nashville, Tennessee. 
At the same time representatives were named in a number 
of places nearer to hand in eastern Pennsylvania and 
in New Jersey, Virginia and Maryland. The local-agency 
system had been born.* 
The western expansi-on seems to have been made in 
the nick of time for the North America was being pressed by 
competition from the newer Philadelphia companies and others. 
The establishment of the agencies added substan-
tially to the work burd.en of the president, John Inskeep, 
whose quill was seldom idle. He carried on all correspond~ 
ence with the-agents and personally passed on each survey 
that came in besides fixing the premium. 
The second decade of the North America's history, 
ending with the year 1812, brought #98,649 in fire insurance 
premiums, against an outgo of $23,873 for losses. The second 
war with Rngland was on, thus bringing marine business to a 
standstill. Again the fire business, meeting the operating 
* 8, P. 104 
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eJ,{Penses o:f the company, was proving its worth in a time o:f 
trial. Such a quick and successful expansion of the fire 
business would not have been pollible if it had not been for 
* the newly established agencies. 
The Agency System A Success 
None of the prophecies of doom concerning the un-
reliability of agents was realized. Additional cities and 
towns vrere added to the North America • s agency chain, until 
the greater part of the then settled country was covered. 
Though the volume of fire business did not expand greatly, 
profits grew because of President Inskeep 1 s insistence on 
conservative risks and measures of fire prevention. Every 
year these conditions grew more strict. 
Competition Develops 
Even though the Insurance Company of North America 
was the first to establish and develop a chain of agencies, 
it was not able to enjoy this enviable position for very 
long without direct competition. The Hartford Fire Insurance 
Company was organized in the year 1810 and bega:n to establish 
agencies the following year but without any system. For ex-
ample, there was an agency at Ganandigua, N. Y~, Middlebury, 
Vt., and by 1820 an agency had been established at Cleveland, 
* 8, p. 1.08 
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Ohio. It is surprising to note that it wasn't until 1821 
* that this company established an agency in New York City. 
The agent's compensation was a type of graded com-
mission, determined by the importance of the town. ttThree 
of the agents were given 10 percent on all premiums received 
exceeding $1,000 for any one year, while in the early years 
some gratuities were votedby the directors to those who had 
rendered special services. 11 * 
The officers and directors did quite a little trav-
eling, and on these trips, made from time t0 time, agents were 
appointed throughout the country in places where it appeared 
to be profitable. 
B. Evolution of the Agency System 
It was not long after the first few companies which 
had established agencies that competitors realized the great 
advantage of this new method of business acquisition. Thus, 
the adoption of the agency plan by most companies was essen-
tial if they 1-rere to obtain a wide distribution of risks and 
to keep pace competitiv~ly. 
Unfavorable Legislation 
In light 0f the agency development it was evident 
that local companies in some areas were losing business to 
* 20, P. 19 
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out-of-state competitors. Such was the case in Massachusetts; 
at least the domesrtic companies of Massachusetts felt this-
way 1qith enough unity and force to pass monopolistic legiala-
tion in their favor. 
This started in 1827 when Massachusetts imposed a 
10-per-cent tax on the premiums of out-of-state compa-
nies. Moreover, it barred outside companies of less 
than $200,000 capital and prohibited the writing of 
single risks exceeding 10-per-cent of the capitalization. 
The last two p~ovisions protected the policyholder and 
were a first step in the direction of regulation to in-
sure solvency.* 
This legislationaffected the North America to 
some extent for it had to discontinue a few smaller agencies. 
However, generally speaking it was able to neet the situation 
with an increase of rates. This action shows the value and 
import~~ce that the company placed on the local agent to the 
insurance structure. 
From the beginning the North America had endeavored 
to attract good men into its agency system by making their 
jobs worth-while. In 1823 the survey-fee mode of payment 
was abolished in favor of a 5 percent commission on premiums. 
By 1830 this had been increased to 10 percent, and at that 
time was also extended to include renewals as well as new. 
business. *if-
* 8, P. 121 
** 8, P. 121 
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Authority of Early Agents 
Generally, the insurance agent had little authori-
ty before 1850. He surveyed the property, and sent the appli-
cation to the company whose officials accepted or rejected it. 
Tfie agent at first usually represent.ed only one company and 
devoted but a small part of his time to the business. He 
usually had a regular business and his insurance agency work 
was supplementary to this. Examples of this type of an agent 
are still found in small communities where the insurance ageney 
business may be combined with real estate, banking, law or 
others of similar nature. However, as the cities increased 
in population and in property value the role of the agent 
developed int·o a full time jeb. Also, agents sometimes found 
that they were sending to their companies a greater number 
of applications tb,an they were willing to accept. That is, 
there would be too much at risk in a single place either on 
account of the volume of business or because some of the risks 
of the agent were very hazardous. Therefore, tlfts led the 
agent to make arrangements to represent other companies in 
order that he would have the market available in which to place 
all the acceptable business which he received from his clients. 
The result is that now the agent may represent several com-
panies, which offer like coverage, among which he distributes 
his business. The increase in the number of companies and the 
resulting competition for business also furthered the tendency 
of an agent to represent several compa~es. New companies 
often preferred to appoint a man who was already an insurance 
agent instead of one who had no experience and no business 
to distribute. 
Large-S~ale Agency Appointments 
The Protection Insurance Company of Hartford~ Con-
necticut was the first company to establish agencies by the 
decentralization method. Ephraim Robins, a merchant of Cin-
cinnati, saw a notice in a Hartford paper that the Protection 
had been formed. Having lost most of his property in a cy-
clone, his mind was very susceptible to the claims and im-
portance of insurance coverage. He went to Hartford where 
he presented the needs of the west in such a way that the 
company authorized the establishment of a western depart-
ment with Mr. Robins as general agent. The task of estab-
lishing the agencies of the company in Ohio and other western 
states was immediately started. This was in 1825, a substan-
tial number of years before the North America attempted to 
establish agencies on a dec,e:o.tralization of authority bases. 
From the western office of the Protection went the forerunners 
* of the modern special agent or field men. 
In the spring of 1852 the North America suffered a 
$65,000 loss whe~ two ~eighboring warehouses in Philadelphia 
* 20, P. 28 
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* were destroyed by a fire. This was their largest loss sus-
tained up to this time. This led to an immediate reconsider-
ation of the concentration aspect of the company•s fire risks. 
The solution seemed to be the additional development of the 
west. 
The renewed attention to the west came in good time 
for other strong eastern companies were doing the same thing. 
The first steps toward administrative decentraliza-
tion of this widely scattered business were taken in 1861 
when William Buehler of Harrisburg was given the title of 
ttgeneral superintendent" over local agents in middle Pennsyl-
vania. In October 1864 the Western Department, composed of 
thirteen states bordered on the west by Kansas, Nebraska, 
Iowa and 1\linnesota, was ergardzed under Jerome F. Dovlning. ** 
Within this broad jurisdiction Downing exercised 
important powers which before this time had been reserved to 
the home office. He could accept risks on the SLWveys of lo-
cal agents and adjust losses. He also had the pm'ler to ap-
point agents and used this power quite extensively throughout 
his vast territory. 
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With his domain stretching to the Rockies, it was 
natural that Downing shortly would have to devise a scheme 
for keepiP~ track of the work of his agencies. To meet 
the situation in 1864 tte inaugurated the daily report, 
presently to become a ~tandard practice of the insurance 
* 8, P. 144 
** 8, P. 155 
1-vorld, the means by which the companies keep in continu-
ous touch with the state of business in every quarter 
they serve.* 
The daily report gradually took the place of the 
old monthly statement. The original form of the daily report 
has not been materially changed with the passing of time. The 
idea was to select good men in the differant town£ as repre-
sentatives, have them examine the property upon which insur-
ance was sought and send in a daily report containing the 
written portion of the policy and diagram of its exposure, 
the rate, terms, et cetera. This was sent to the home office 
while at the same time the agent wrote and issued the policy. 
If the company did not care for the risk, it notified the a-
gent and the policy was withdrawn. This departure from the 
original method placed a very great responsibi+ity upon the 
local agents since they virtually passed upon the business 
of the company. The fact of the matter is that most agents 
served their companies quite satisfactorily. This plan was 
very popular and soon adopted by all the companies v-rho used 
the agency system. 
The 11 general.superintendents 11 , as they were named 
.bY the North ~~erica, were typical of the fieldmen or special 
agents, as they were called by other companies, which were 
appointed during this period of westward development and gen-
eral decentralization. At first the greater part of the work 
* 8, P. 156 
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of special agents was. the adjustment of losses. However, 
they paid some attention to the agencies, and at times in-
spected risks and authorized rates. 
The Aetna Insurance Company was close behind the 
North America in the establishment of a western department 
and the placement of agencies by means of decentralized au-
thority.* 
Westward To The Coast 
Beginning around this time was the opening of the 
Pacific coast to the fire insurance business. The Phoenix, 
of Hartford, was the pioneer. The officers of the Phoenix 
visited the Pacific coast, looked over the territory and were 
satisfied with what. they found to such a degree that on May 
1, 1862 they established a Pacific coast department in charge 
of R. H. Magilf-. ~e results of this venture were very grat-
/ ifying to Phoenix and also its competitors. Competitors real-
izing the potentialities along the Pacific coast lost no time 
in establishing their own Pacific coast department. When one 
company was successful in a business adventure the others were 
soon to follow. iE-* 
The Development and Use of Fieldmen 
From the very beginning of the agency system com-
panies developed the attitude that they could secure the best 
* 20, P. 29 
** 20, P. 33 
78 
obtainable results from the field force if it was closely 
supervised. From such an attitude came the development and 
use of general superintendents~ general agents, special a-
gents, fieldmen and branch offices. All of these have been 
used in one form or another in order to maximize the individ-
ual companies business from a given number of agents in any 
one territory. 
Generally, the branch offices or general agents 
are located in the principle cities throughout the country 
and have direct control over the agents of their company in 
the surrounding territory. The fieldmen, of whatever type 
they may be, work out of the headquarters of their particu-
lar territory. These fieldmen are influential in developing 
friendly relations between the ·company and their agents, as-
sist in the agents problems, and attempt to influence the a-
gent to give his particular company a larger portion of busi-
ness and if possible the best portion of the business. In 
general, to further the interests of the company in every le-
gitimate way. 
Agent's Remuneration 
Down through the years much attention and criticism 
has been directed toward the percentage of commission received 
by agents. At first the agents sole remuneration was a sur-
vey fee. Then the basis for remuneration was changed to a 
percentage rate of the total premium. This percentage has 
had the tendency to rise over the years. 
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In the fall of 1884 a question was asked at a Board 
meeting of the North America about the large proportion of 
the receipts of fire premiums which was being absorbed by ex-
penses. At the following meeting President Platt undertook 
to give the answer. 
Some members of the Board seemed to think that the 
local agents should receive less than 15 percent as their 
commissions. Though a majority of the companies paid less, 
Mr. Platt did not thi<nk it good business. Among the North 
America 1 s 2,200 agents at that time the average annual earn-
ings was only $150. Small earnings were made by the men in 
small towns who usually represented other companies as well. 
President Platt argued that the business the agents controlled 
belonged to them and much of it would be diverted to other 
companies if commissions were cut. 
Expense items totaled 31 1/2 percent of receipts, 
and President Platt did not see how the figure could be low-
ered without harm. Covering the same expense items as the 
North America the average for the fourteen largest American 
companies was 37 4/7 percent. Thus, the North America stood 
favorably well.* 
Service Offices 
In 1936 lfservice officesu were opened with limited 
power in Omaha, St. Louis, Detroit and Minneapolis. Each 
* 8, P. 183 
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had a manager who knew something of all kinds of business 
the North America transacted. Under him were experts in the 
fields of fire, marine, inland marine, casualty and bonding. 
Engineering remained at Chicago, but when an engineer was 
needed on a service office problem he went out. The service 
offices were designed to solve the technical problems of the 
local agents within their individual jurisdiction.* 
The number of agents increased quickly and it was 
primarily the great expansion of the agency system which was 
responsible for the phenomenal growth of The Insurance Compa-
ny of North America. The number of agencies in force for the 
North America during a few key years is given in table 2. 
** Table 2 
North ..{Unerica-Number of Agents in Force 
Years 
1860 
1876 
1884 
1942 
1954 
Number of Agents 
40 
1,300 
2,200 
15,187 
over 20,000 
C. The National Association of Insurance Agents 
To have a better understanding of the forces that 
brought the National Association of Insurance Agents into ex-
istence, one needs t() go bac·k for a considerable period before 
its origin. 
* 8, P. 338 
*i~ 8, P. 171, 182, 339, and 33, P. 547 
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In the later half of the 19th century there was in 
existence a group of fire insurance companies operating as 
the New York Board of Fire Insurance Companies. On ~ctober 
21, 1865, a call was-made to the members of that board for a 
meeting of the companies, in which call included the follow-
ing. 
The unfriendly legislation in several of the states 
toward the insurance companies of other states, which-
for several years has been increasing in hostility and 
in some instances created a most prohibitory burden of 
deposits and taxes, and other onerous and unnecessary 
impedimenb.s to the prosecution of legitimate business-, 
has caus-ed the gravest apprehension of many of our un-
derwriters as to the future of the agency business.* 
As a supporting movement it was decided in the meet-
ing of July 18, 1866, that something ought to be done to bring 
about reasonable national uniformity in the operation of the 
property insurance business. The solution to the problem 
seemed unlikely to be accomplished through s-eparate state reg-
ulations, thus the necessity of a national bureau. It was 
felt that direct pronouncement against state supervision would 
meet with an unfavorable response. Therefore the purposes of 
the meeting were set forth as follows. 
1. ~6 establish and maintain, as far as possible 
a system of uniform rates' or premiums. 
2. To establish and maintain a uniform rate of com-
pensation to agents and brokers·. 
3. To repress incendiarism and arson by combining 
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in suitable measures for the apprehension, conviction and 
punishment of criminals engaged in this nefarious business:. 
* 1, p. 3 
4. To devise and give effect to measures for the 
protection of our common interests and the promotion of 
our general prosperity.* 
The companies of this group adopted the name, Na-
tional Board of Fire Underwriters of the United States. 
Self Regulation or Self Destruction 
It was early recognized that the local agent played 
a most important role in the obtaining of insurance premiums 
and in him rested the success or failure of the entire insti-
tution. The agent had the only touch with the public and with 
the property assets of the nation. It was on him that the 
company depended for an inspection of the risk and a decision 
as to its insurability and classification. Because there 
were agents of many companies in a given community, it was 
realized that no longer could companies exist if uncontrolled 
violent competition continued. Thus, the plea went out for 
local agents in a given community to associate themselves to-
gether with ethical rules to govern their activities. In 
those days there were no inspect0rs, no surveyors, no raters, 
no special agents, no f'ieldmen of' any kind; no" one except the 
local agent to perform these functions. Indeed, the destiny 
of the companies was in the hands of' the agents. Because the 
agents had control and the companies "ranted the business, in-
surance coverage was obtained from the agent who was the lowest 
bidder on rates. 
* l, P. 5 
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In the long run, because the companies were organ-
ized and the agents were not, they were able to recapture con-
trol from the agents. This was obtained by the use of "under-
writer agencies 11 in competition with the regular agent. Mount-
ing ill-will was in the air which did only harm to companies 
and agents alike. 
The Beginning of the National Association of Insurance Agents 
This was the condition in the early part of July, 
1896, where two local agents met on the street in Denver. 
One was Robert S. Brannen and the other was Charles F. Wilson. 
As all agents of that time, they launched into a discussion 
of the prevailing ills of local agents everywhere, as well as 
the condition of the fire insurance business in general. How-
ever, they did not stop at just a discussion or the conclusion 
that the local agents must of necessity band t.Ggether. Brannen 
was a man of action and it was he who made the long trip to 
Chicago and was instrumental in the organizing of the local a-
gents. 
The Association adapted the followill_g as its pur-
pose. 11 To support right principles and use our influence to 
correct bad practices in fire underwriting. 11 * 
At the annual convention of the Association in 1913 
it was adopted to include casualty and surety agents From 
t4at time on the Association has had the name: NATIONAL 
i~ l, p. 19 
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ASSOO:IATION OF INSURANCE AGENTS-~ and included fire, casualty 
and SLITety agents. 
TWo movements were immediately undertaken to get 
the national work started (1) the extension of state ass·o-
ciations and (2) local boards.# Today there are approxi-
mately 1,200 local associations of insurance agents through-
out the country.* 
Eavorable Resultsr 
The Association was instrumental through court 
cases in establishing that the ownership of expirations of 
policies rested in the hands of the agent who had produced 
the business and not in the hands of the company with whom 
the business was written. 
The first decade of National Association work had 
shown some remarkable accomplishments. 
Entered upon the scroll of time were these vic-
tories: (1) abolished overhead writing as a general 
practice, (2) dropped a semaphore in front of devas-
tating rate cutting with a reasonable stabilization of 
premium rates, (3) won the confidence and support of 
many insurance companies, (4) founded the American 
Agency Bulletin, (5) established ownership of expirations 
in the agent thus creating a monetary value that was not 
there before, (6) laid the foundation for limited agency 
representation of the same company in the same terri-
tory, (7) organized s:tate ass'oci~tions of agents in 
three-fifths of all the states.*.,~ 
# S~e Appendix A 
* 24, P. 25 
** 1, P. 44 
The first modern agency qualification law came forth 
in New Hampshire in 1914, and was called the 11 good faith 11 law. 
It was incorporated into a written application containing the 
question: 11 Do you intend to hold yourself out in good faith 
as an insurance agent ? 11 * The law provided that the commi:i3-
sioner should so find before issuing an agent's license. 
This statute attracted much attention. On December 
7, 1914, the National Convention of Insur~Qce Commissioners 
endorsed the measure for uniform adoption throughout the 
country. Ever since that time insurance commissioners have 
been sympathetic with the work of the National Association 
in trying to raise the standard of company representation to 
include only those who are worthy and well qualified. 
A United Group 
A:severe attack was made on the . .American Agency 
System dL~ing the summer of 1919 with Alabama leading off 
with a Senate bill providiP~ for 7 1/2 percent commission 
limit on all lines of insurance. This was a direct attack 
upon the American Agency System for all life, mutual and 
reciprocal companies were exempt from the law. This and 
other adverse action made the annual convention of the Na-
tional Association one of utmost importance. 
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The National Association decided that it was time to 
classify companies and set forth the following as their standard. 
* 1, .P •. 5"4· 
We believe the time has come when local agents, 
members of the National Association of Insurance Agents, 
should carefully classify the companies they represent 
not only by their service to the agency but by their 
attitude towards the American-Agency System and the 
evils, largely the consequence of excessive competition, 
which threaten its destruction. In this connection we 
make particular reference to the following points which 
we f:eel are vital to our interests and furnish the basis 
~or a key to a proper classification of companies. 
Outlawsr--Companies writing largely through brokers: 
and without reference to the interests of local agents. 
Non-Boards-· Companies making it a practi-ce to en~ 
courage demoralization by operating outside local boards 
at various points. 
Direct Writing-Companies writing insurance individ-
ually or through pools and associations and not recog-
nizing the right of local agents to receive a commission 
on all transactions·. 
Banks and Trust Comp~nies--Companies sacrificing 
legitimate agency interest for the temporary gain to be 
secured t:b..rough the appointment of th:t's class of agents·. 
Multiple Agencies-Companies aiding in the develop-
ment of hostile public sentim~nt by unbridled appoint-
ment of non-qualified agents.* 
Down over the years the National Association have 
been instrumental in uniting and promoting the cause of the 
American Agency System. In the early years it instituted self-
regulation for the benefit of both agents and companies. Rec-
ognition of the agency system as the proper means for business 
acquisition was another of the great achievements in the early 
days of its history. 
In.recent times· the National Association has been 
working for the benefit of agents, companies and the general 
public by striving for higher standards governing the li..-
censing and regulation of insurance agentso~ In this way the 
* l, P. 95 
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highest type individual will be drawn into the agency busi-
ness. Due to the complexity of the insurance business today, 
it is necessary that agents possess the highest qualities 
in order that they may serve their clients to the greatest 
degree of satisfaction. 
From its humble and somewhat feeble beginning, in 
the time of chaotic conditions-in l896, the National Associ-
ation of Insurance Agents has risen to a united group·of 
insurance agents totaling over 32,000 members.* 
* 24, P. 25 
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CHAPTER THREE 
LAWS CONTROLLING INSURANC:EF AGENCJ:ES 
It can be noticed fromr., the previous<:" des<eription of 
the character of insurance and the methods of its~ distribu-
tion that it is a business which concerns itself with larg'e 
numbers~· of individuals. 
The business of insurance poss!B:s:s-:es· several- pecul-
iar characteristics. 
It demands an agre.em€mt between sellers and buy-
ers o:f a valuable thing-indemnity-in which the terms 
of the sale are :frequently misunderstood. It demands 
the association of individuals in order to secure a thing 
which :no one coulc1 s:ecure for himself. It is a coop-
eration among many in which a general interest is pre-
sent, but in'~ltvhich also an individual or a group o:f 
individuals may seek to benefit at the expensre of the 
many. The contracts which: are made, .particularly in 
liferinsurance, continue for long periods o:f time and 
the s·etttlements for which they provide cannot be en'-
forced in most cases by the original party to the con-
tract, but musffi rest either upon the good faith of the 
other part~ or upon the compuls:iorr~ of a third party-
the state. 
Primarily because the obligations of an insurance 
company are chie:fly in the future, errors: due to ignorance 
or dishonesty may not be evident immediately. Usually, the 
policyholder can:Qot withdraw without some loss to himself. 
The business o:f insurance, both on account of the dif:ficul ty 
* 5, P. 277 
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in comprehending the principles underlying it and also on 
account of the complexity of its actual transaction, is such 
that the average policyholder generally cannot determine for 
himself the soundness of the company. Even if he should dis-
cover evils in its operation, he usually neither knows how to 
deal with the problem nor how to pretect himself. 
Thus, there seems to be good reasons for the activ-
ity of the government in order that the principles of justness 
and equity may be preserved. The government should thus take 
positive steps to protect the vreak against the unjust activi-
ties of the strong. Although insurance is a business in which 
almost all individuals are necessarily interested, its very 
character prevents the many from having any direct part in 
the actual conduct of the business. The state is, therefore, 
compelled to do what it can to protect the many against the 
possible carelessness, ignorance, or dishonesty of some offi-
cials of some insurance companies. 
A. The Question of Federal Regulation 
In the case of Paul v_ Virginia decided in 1868, 
the Supreme Court gave the judgment that insurance was not 
interstate commerce and, therefore, was not within the scope 
* of the control of. the Federal Government. 
The court stated: 
Issuing a policy of insurance is not a transaction 
of commerce. The policies are simply contracts of 
* 14, P. 4-l 
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indemn1 ty against los.s by fire entered into between the 
corporations and the asBured for a consideration paid 
by the latter. These contracts are not articles of com-
merce in any proper meaning of the word. They are not 
subjects of trade and barter, offered in the market as 
something having an existence and value independently 
of the parties to them. They are not commodities to be 
shipped or forwarded from one state to another and then 
put up for sale. They are like other personal contracts 
between parties which are completed by their signature 
and the transfer of the consideration. Such contracts 
are not interstate transactions, though the parties may 
be domiciled in different states. The policies do -not 
take effect-are not executed contracts-until delivered 
by the agent in Virginia. They are, then, local trans-
actions, and are g<Dverned_by the local law. They do not 
constitute a part of the commerce between the states any 
more than a contract for the purchase and sale of goods 
in Virginia by a citizen of New York, whilst in Virginia, 
would constitute a portion of such commerce.* 
Since this case there has been a long list of deci-
sions bearing upon this subject. Until 1944, a period of sev-
enty-six years, the Paul v. Virginia decision had-been upheld 
by the Supreme Court. Thus, men in both the insurance indus-
try and the legal profession became convinced that the posi-
tion of the Court, ruling insurance not to be interstate com-
merce, had become fixed. During the period, regulation of in-
surance by the various states improved. It became more uni-
form and less burdensome to the companies and more effectively 
guarded the public interest. Insurance companies grew and 
prospered, granting broader protection at lower rates. Be-
cause of the improvement of state regulation, the companies 
no longer pleaded for Federal regulation. However, as the 
* 14, p. 41-42 
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industry grew, it became generally apparent that the insur-
ance business might be construed to be interstate commerce 
or, if not, that it certainly affected interstate commerce. 
The Federal Government instituted another test case to bring 
before the courts in an attempt to overthrow the long stand-
ing position of the Court.* 
In 1944, the Supreme Court, in the case of United 
States v. South-Eastern Underwriters Association, reversed 
its position and declared insurance to be interstate commerce, 
which, according to the Constitution~ placed it under the ju-
** risdiction of the Federal Government. Immediately, all of 
the Federal statutes regulating interstate commerce became 
applicable. The insurance industry faced a dilemma. State 
insurance laws, which the companies were acquainted with and 
had been following for years, were still on the law books of 
the states~ If companies were to continue to comply with 
state law, their actions might violate Federal laws and vice 
versa. 
Federal action to correct the situation created by 
a dual-law is explained in the following quote. 
To alleviate the uncertainties of insurance carriers 
created by the co-existence.of two sets of laws govern-
ing their activities and to assume its responsibility to 
establish a pattern for Federal regulation of the in-
dustry Congress enac_ted Public Law 15 in the early part 
of 194-S. This act, as amended, relieved the insurance 
carriers• uncertainty by placing a moratorium on the 
* 6, P. 57 
** 14-, P. 41 
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effect of the Federal statutes until June 30, 1948. The 
pattern for Federal regulation consisted of continued 
state regulation complying with Congressional standards, 
with a :few exceptions. This was accomplished by stating 
that the Federal antitrust laws shall apply to the extent 
that the business is not regulated by state law, and 
conversely, to the extent that the states do regulate 
the business of insurance, the Federal laws shall not 
apply. The phrase 'to the extent that the business is 
not regulated' allows the Federal Government to deter-
mine the standards of adequate regulation.* 
In order to keep the Federal antitrust statutes 
from applying after the expiration of the moratorium, the 
states were required to revise their insurance laws if they 
did not adequately or affirmatively regulate the business 
in the public interest. ~tate regulation_as revised was the 
pattern of regulation created for the immediate future. 
Thus, it is noticed that the Federal Government by enacting 
Public Law 15 said nothing more than this: if the states 
do not regulate insurance adequately then the Federal Govern-
ment will have to do the regulation for them. 
There are some great advantages to state regulation 
and the Federal Government must have recognized this when it 
enacted Public Law 15. Ttie advantages of state control are 
summed up in the follmving quote. 
There are other argumeEffis advanced in favor of. 
state control. (1) In order to assure equity, consld-
eration should be given to local co~di tions. St~.te 
regulation is better able to do thas, since Washlngton 
authorities are not in a good positionto understand 
local conditions. (2) )F-ederal regulation is likely to 
* 6, p. 57-58 
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be teo arbitrary and :tied in red tape. (3) The serious 
disadvantages of state regulation, such as lack of uni-
formity and ill-advised legislation, tend to be elimin-
ated by the work of the National Association of Insur-
ance Commissioners.* 
Effects on the Local Insurance Agent 
DUe to the revision of state legislation the lo-
cal insurance agent felt the effects of rate regulation, the 
effects of company-agent relationships,, the effect.s of. the 
regulation of fair trade practices, and the effects of the 
regulation of licensing agents. 
Rate Regulation 
~e key to adequate rate regulation was considered 
to be affirmative supervision of rates and rating processes 
so that rates would not be excessive, inadequate, or unfair-
ly descriminatory. To accomplish this, rating laws included 
various combinations of the following reqv.irements: rate 
filings either independently or jointly by bureaus; informa-
tion supporting rate filings; allowances for deviations from 
bureau filings; allowances for,dividends by both bureau and 
independent stock or mutual companies; prior approval of 
rates before they become effective; subsequent disapproval 
of rates with a waiting period after rates are filed; and 
rates and supporting information open to public inspection. 
These requirements affect agents in different ways. They 
* 15,. P. 705 
give greater variation in rates used by agents; better chance 
for stock company agents to compete equally with mutual com-
panies on large pref'erred risks without taking a cut in com-
mission; agents placed in a position to j~stify their rates 
to their clients; general good will created by requiring 
that rates and supporting informatiorrbe open for public in-
spection.* 
~ompany-Agent Regulation 
Under the regulation of company-agent relation-
ships, the agent was to be affected in several ways. He 
would be free to represent companies of his own selection~ 
without company CGercion. Coercion activity on the part of 
stock companies attempting to :force mutual companies out of 
an agency, and vice versa, would be prohibited. He could 
not be denied membership in agency associations because of 
certain types of companies he represented. He w·ould be grant-
ed commissions commensurate with the value of his services. 
The commissioner of insurance would be under obligation to 
control affirmatively agents' commissions as part of the ex-
pemse loading in the rate. In some cases, the amount of com-
mission would be increased as a fair value :for his services 
and in other cases,. notably on large risks, his commission 
would be reduced~** 
* 6, P. 59 
** 6, P. 59 
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Unfair Trade Practice Regulation 
Laws regulating unfair trade practices would in-
elude a mechanism to police the industry and investigate com-
plaints of unfair practices. Under such laws, the agent would 
have to guard himself against the use of the following prac-
tices: coercive activity to effect the sale of an insurance 
policy; boycott as a member of an agency association or local 
board; false advertising; circulating false and harmful mis-
statements about a competitor or his product; rebating and 
discriminations among insureds.* 
Agents' Licensing Regulation 
Regulations of agents' licensing and qualifications 
would primarily affect new men applying for licenses as agents. 
These men would be required to possess higher qualifications 
** than their predecessors. 
B. State Regulation 
uJust as it has been said that the Constitution is 
what the judges say it is, so it may truly be stated that the 
legal principles underlying insurance are what the legisla-
tors say they are. 11 i£-** Insurance, with the possible excep-
tion of banking, is under more complete government control. 
* 6, P. 60 
** 6, p. 60 
*** 35' p. 241 
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than any other class of private enterprise. This control, of 
course, is embodied in the statutes of the forty-eight states. 
Besides all of this is the over-ruling statutes of the Feder-
al Government which may be imposed it and when they are need-
ed. Thus, if an individual Wishes to engage in the insurance 
business he must study and acquaint himself with the require-
ments of the insurance laws of the particular state or states 
involved. 
The beginning of the modern type of supervision is 
usually associated with the appointmentt in 1858, of 
Elizur Wright as one of the two insurance commissioners 
of Massachusetts. Prior to that time, Massachusetts 
had tried the ex officio board, and for 3 years a per 
diem board, but, in 1858, changed to two full-time sal-
aried commissioners. New York, in the next year, estab-
lished its separate ~nsurance department, presided over 
by a superintendent;, whose: position is now the most im-
portant and influential in the field of insurance super-
vision, although the traditions and standards of the 
Massachusetts· department give it very high standing. 
Elizur Wright and Geo W • .Sargent were insurance com-
missioners of Massachusetts for 8 years, but Wright was 
the dominating personality.* 
Each state has its insurance department,# the funct-
tion of which is primarily a supervisory one. It consists of 
the responsibility of examining the qualifications of insur-
ance companies seeking to do business in that state and ad-
mi tting such companies to the state \-'rhen they have met the 
necessary qualifications. 
The various insurance departments list among their 
primary responsibilities the issuance to agents and brokers 
* 18, P. 500 
# Bee Appendix B 
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of licenses to write specific lines of insurance. Solicitors 
who transact business through licensed agents are likewise 
licensed by the department in some states. 
After an agent has been licensed, it is the duty 
and responsibility of the insurance department to see that 
he abides by the state laws that regulate the insurance agen-
cy business. 
In general, it may be said that the various state 
legislatures have been interested particularly in the follow-
ing matters. 
l. 
2. 
3. 
4. 
5. 
Licensing o:f agents and brokers. 
Prohibition o:f misrepresentation and twisting. 
Prohibition of rebating and discrimination. 
Protection of local producers. 
Regulation of remuneration of producers. 
Licensing of Agents and Brokers 
It is. necessary for an agent or broker to have a 
license to engage in business in any state. Qualifications 
for obtaining a license as an agent or broker vary widely 
from state to state, although the trend at the present time, 
encouraged by most agents' organizations, is for a tighten-
ing of qualification requirements. A thorough analysis of 
licensing requirements wi:ll be given in the last section o:f 
this chapter. 
98 
Prohibition of Misrepresentation and Twisting 
In order to understand the full meaning of 'the~ Iaw y 
it is necessary to define the terms· of misrepresentation and 
twisting. 
Misrepresentation is the making of statements pre-
liminary to entering into the contract by either of the 
parties, whether in writing or orally, expressly or by 
impxication, which are incorrect, unfairy or false, and 
which may have some bearing on whether or not the con-
tract would have been made.* 
11 ~isti:o_g consists of the persuading of an insured 
to change from one insurer to another by incomplete compari-
son of the respective contracts of insurance. n * 
. -. 
State statutes usually prohibit the misrepresenta-
tion of the facts about a given pol~cy and its coverage or of 
any phase in the relationship between the insured and the car-
rier. TWisting is a form of misrepresentation. However, all 
cases of encouragement given by an agent to a policyholder to 
replace one policy with another are not twisting cases. There 
are many such cases which are legitimate and a good agent will 
often engage in this practice (complete comparison).· in order 
to persuade a prospective client to obtain better coverage. 
Prohibition of Rebating and Discriminating 
Rebating consists of giving one insured a lower rate 
than is granted to other insureds under exactly the same 
* 2, P. 75 
** 3,, P. 156 
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conditions and specifications. Agents ¥rho refund part of' 
their commission to the applicant as an inducement to buy are 
guility of' rebating. Regulation prohibiting rebating is de-
signed to maintain a fair plane of' competition among agents 
and to protect the career agent from those agents whose actions 
undermine the profession. Rebating is not clearly defined by 
law. State laws usually provide that a rebate may consist 
not only of' part of' a premium but also any inducement, favor, 
or advantage not specified i.nthe policy. Few rebating cases 
actually appear in court for they are difficult to prove, 
since under the law both parties,. the buyer and the seller, 
are gui.lity and neither will wish to testify against the 
other,. thereby incriminating himself'. 
Undue discrimination is also usually prohibited 
by the insurance code in any given state. 
The word 'undue' should be stressed, for in one 
sense the very practice of' the insurance business is 
discriminatory,. since good underwriting practice calls 
for discrimination among risks. Undue discrimination 
would be discrimination among like risks--a practice 
that could impede the smooth working of the forces of' 
competition.* 
Protection o~ Local Producers 
Today all states have some form of' resident agency 
law. This law takes a number of' forms but its essential 
feature is that foreign or alien insurance companies are 
* 15, P. 718 
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prohibited from issuing policies covering risks within the 
regulating state that have not been issued through or counter-
signed by a licensed resident agent. Like the agency quali-
fication law this has been supported by the organized agents 
and the organized companies have vigoriously opposed the law 
all the way to the United States Supreme Court. The agents 
favor the law primarily as a way to protect themselves against 
what they consider unfair competition from out-of-state pro-
ducers, particularly brokers and companies on large multi-
state risks. Some resident agency laws require only counter-
signature by a local agent of policies on local risks; how-
ever, the Virginia law, regarded as the broadest in the United 
States, goes on to prohibit countersignature by any local "sal-
ariedu agent. This prohibits division of commission between 
a local agent and an unlicensed agent or nonresident broker 
and guarantees the local agent at least. 50 percent of the com-
mission on all policies he countersigns. The Virginia Attor-
ney General, emphasizing the helplessness of local agents in 
competing at standard rates with out-of-state bnokers, argued 
for the law as a reasonable application of the state's power 
to regulate rates ~~d prevent rebates. 
The company argued back 
that the resident agency law adds one more ob-
stacle to the efficient and economical conduct of the 
insurance business, one more source of retaliatory legis-
lation, one more argument for intercession by the feder-
al gover~~ent; that even for the local agents the net 
102 
result will be loss of premiums--to companies ignoring 
the law, non-admitted companies, mutuals and reciprocals.* 
In spite of the bold battle waged by the companies 
the decision of the United States Supreme Court upheld the 
Virginia law in every respect. 
Regulation of Remuneration of Producers 
The regulation of remuneration has taken the form 
of both upper and lower limits although upper limit legisla-
tion has received the greater amount of attention. 
Competition for agency representation, if left un-
controlled, could lead to weakened financial structures of 
insurance companies. Most companie.s secure their business 
from agents rather than directly from the insuring public. 
If these agents were to hold out for the company paying the 
highest commissions, a competitive situation would develop 
in which commissions could climb to unheard-of levels. 
Control over commissions is justified on the grounds 
that (1) the business cannot bear more than a certain ex-
pense rate for obtaining risks, (2) competition in the 
form of higher commissions to agents leads to' excessive 
cost to the public, and (3) competition in commissions 
leads to discrimination among insureds.·a 
In the Armstrong investigation of life insurance 
companies, much attention was given to the waste of assets 
through competition for business. As a result, N:ew York 
~f- 9' p. 652-653 
** 19, P. 63 
enacted a provision limiting life insurance acquisition cost 
rather rigidly. "The main features of this law were the es-
tablishment of limits to total expense and to cost of secur-
ing new busines-s and the inhibition of rewards and inducements 
to agents outside their agreed scale of commission.* 
While the principle :was established with regard to 
life carriers, and is quite as applicabl~ to carriers other 
than life, it has never been further applied by statute. In 
fact·, a number of states have statutes looking just the other 
way, designed to prohibit carriers from entering into agree-
ments to limit agents' commissions. 
Several years ago in New Jersey, when the companies 
proposed to make a reduction in the scale of commissions in 
certain counties, the ag·ents, through their local organiza-
tions, were successful in having introduced, and passed over 
the governor's veto, a bill requiring each company to pay uni-
form commissions throughout the state on the same class of 
business.** 
Thus, we see the combination of two separate forces 
at work; one force is the government to k·eep commissions down 
103 
and protect the general public; the second force is that of 
agent organizations to keep commissions at a respectable level. 
Such laws protect agents from combined efforts of companies to 
reduce the commission scale and the upper limit law protects 
* 16, P. 101 
** 18, P. 482 
the insurance buying public against excessive rates due to 
excessive commissions. 
With the mention of life insurance agents, dealing 
with the regulation of commissions,, it introduces the topic 
of unionization in the insurance field. Unions have made 
several attempts to unionize·the field of insurance, but 
they have been successful only to a limited degree in a 
limited area of the entire business of insurance. 
The unionization has been confined almost entirely 
to debit or industrial agents. Why have unions' efforts-- been 
confined to this category of insurance representatives? Per-
haps it would be extremely beneficial in the understanding 
of this problem to knmr the functions and characteristics of 
debit or industrial agents. First of all, a gen:eral contrast 
can be made between the local (fire and casualty) agent and 
the full-time life insurance agent. The local agent, with 
few exceptions, is an independent businessman who represents 
several insurance companies; therefore, he is not bound by 
a strict employer-employee relationship which often gives rise 
to the necessity of an intermediary called a labor union. In 
contrast the full-time life insur~nce agent generally repre-
sents only one company, and is thus bound by a fairly close 
employer-employee relationship. The debit or industrial a-
gent is even nearer to this employer-employee relationship 
due to the type of business setup under which he is working. 
Debit or industrial agents are life insurance agents who work 
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a definite geographical territory, collecting weekly or month-
ly premiums on industrial life insurance which already has 
been established, and writing additional business within their 
territory. Compensation for this type of agent varies, but 
generally it is a combination of guaranteed salary with the 
addition of a small commission to encourage and promote the 
sale of additional insurance. It has been with this type of 
insurance agent that unions have made their only progress in 
* the insurance field. 
The local (fire and casualty) agents have little 
or no need for an intermediary with their dealings with the 
insurance companies they represent. With all probability the 
existence of a union as their representative would be more 
binding and restrictive than beneficial. Such agents possess 
all the facilities of bargaining that they need merely due to 
the fact that they control the business and can direct it 
toward the company of their choice. 
Debit agents do not possess such powers of bargain-
ing which is perhaps the biggest reason it has been possible 
for unions to invade this area of the insurance business. 
However, even so, union accomplishments have been very mea-
ger in relation to union success in other fields. No doubt 
the reason for the lack of success can partially be accounted 
for by the type of business. Success in the selling business 
* 40 
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lies with the ability of an individual to sell himself and 
his product, and not to the ability of a labor union to win 
a contract. Vernon D. O'Neill of the John Hancock Mutual 
Life Insurance Company of Boston, Massachusetts has the fol-
loi'Ting to say about unionization in the insurance industry. 
rrunion accomplishments in the Insurance field are debatable. 
Many, if not all, of the so-called gains would have been forth-
coming absent Union organization. 11 * 
It illustrates the point of the close employer-
employee relationship bet·ween the life insurance agent and 
his company, compared with the regular local agent, it would 
be beneficial to look at the probl~m of most life insurance 
companies in limiting the outside activities of their agents. 
The agents are the life line of any insurance company for 
most of the business is obtained through agents. Therefore, 
to maximize their opportunities most companies, and particu-
larly so vri th life insurance companies, strive to obtain the 
best and maximum results from their agents. Fire and casual-
ty companies can not be as successful as life companies for 
the former's agents represent several companies in those par-
ticular fields. In contrast, life insurance companies have 
been rather successful in limiting and even preventing their 
agents from having divided loyalties merely by forbidding the 
sale of other lines of insurance. The sale of other lines 
* 40 
of insurance is not the only area, or reason which prevent 
life insurance agents from being at their best for their com-
panies. "Limiting Agent's outside activity is a big problem 
1·ri th all companies, whether organized or not, and is not lim-
ited to problems arising out of selling other lines of insur-
ance. 11 * 
A favorable factor for the success of local agents 
with their companies, and another reason which prevents the 
unionization of such agents is the fact that they are already 
organized in the form o:f The National Association of Insur-
ance Agents. Such a professional organization gives the lo-
cal agents the advantages of being represented, yet the organ-
ization is controlled entirely by the agents. 
C. Licensing Requirements 
Part of the regulation o:f the insurance business is 
designed to protect the public :from incompetent and dishonest 
agents and to maintain a fair plane of competition. The var-
ious states maintain a considerable degree of control over 
the methods used by agents of insurance companies to acquire 
new policyholders. Such regulation seeks to maintain a high 
ethical standard of activity for insurance agents and to main-
tain uniformity in insurance rates. 
Under agency quali:fication laws and regulations, 
agents, and usually other insurance salesmen, are licensed 
* 40 
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on satisfaction of relatively specific technical and moral 
requirements. In earlier times the state licensed a compa-
ny's agents automatically with its licensing of the company. 
Even after licensing of the company representatives was sepa-
rate from that of the company, the requirements were rela-
tively few and simple; licensing designed principally to get 
in revenue. 
The motives behind the agency qualification laws 
are mixed. The main ones being: to keep down the number of 
competitors, to raise the standards of insurance selling, and 
to reduce t~e turnover of agency forces. In general, the a-
gents have been for increased qualification standards and the 
companies have been against them. However, the attitude of 
the companies, particularly in the casualty and fire fields, 
is slowly changing under the pressure of the National Associ-
ation of Insurance Agents and the companiesr growing convie-
tion that the results of the easygoing methods of agent re-
cruiting of yesterday fall somewhat short in obtaining and 
maintaining a superior type agency force.* 
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Since the i~surer can do business mainly only through 
agents and brokers it is important for the protection of the 
public that these agents and brokers be capable and trust-
worthy. In order to control the conduct of agents and brokers 
every state has enacted legislation# requiring that agents 
* 9, P. 651 
# See Appendix 0 
and brokers procure from the insurance commissioner a license 
to engage in that particula~ branch of the insurance business. 
In New York agents' licenses are issued under two 
sections of the NY Ins Law, (Section) 113, which relates 
to the licensing of life and accident and health insur-
ance agents; and (Section) 115, I'Vhich relates to the li-
censing of fire, ma~ine, casualty, surety and other a-
gents. Blanks for use in applying for agents' licenses 
under both sections of the NY Ins Law are prepared by 
the Ins. Dept. and furnished the respective companies 
which supply them to their prospective agents. A sepa-
rate application is required for each company.* 
The value of such state licensing statutes is be-
yond question today. Before such statutes were drawn up there 
were many abuses of the insurance agency business. 
Such licensing statutes generally impose qualifi-
cations as to ability, honesty, and reputation upon the ap-
plicant for an agent's or broker's license. Ordinarily the 
insurance commissioner has the authority to refuse to issue 
a license, to revoke an existing license, or to refuse to re-
new a license. No general rule as to the scope of the pm'lers 
of the inBurance commissioner can be obtained except by ref-
erence to the particular state statutes, the rulings of the 
insurance commissioner, the opinions of the state attorney 
general, and the case law of the particular jurisdiction. 
Four states which require written examinations of 
prospective insurance agents and brokers go one step further 
and require that prescribed courses of study be taken before 
.;f 4, p. 1402 
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the individual may take the written examination. Alternate 
requirements are accepted instead of the prescribed courses 
under some conditions.# These states are Cali~ornia, Florida, 
and Pennsylvania and New York. This is a great step in the 
right direction in order to obtain qualified individuals to 
fill the important roles of insurance agents and brokers. 
Too many times even the written examinations of the states 
which require them are a matter of formality and of super~i­
cial importance. In some cases, it is possible for a person 
with little or no knowledge of insurance to pass such written 
examinationB merely by memorizing a few basic questions ~d 
answers concerning the insurance business. Such individuals 
are not qualified to fill the role as agents or brokers, and 
the states which license such individuals are doing the in-
suring public a great injustice by doing so. 
All four states mentioned above require that courses 
taken and the schools offering such courses be approved by 
the insurance department, 
Historically, the insurance companies up until very 
recently have been very lax, in ~act, they have been against 
the tightening of qualification laws for insurance agents. 
Perhaps the prevailing reason ~or this was the fact that in-
surance companies wanted as much representation as possible; 
there~ore, by having few or no licensing requirements the 
# Bee Appendix 0 
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companies could ~ppoint agents at will and have large repre-
sentation. 
The problem of lax qualification laws was first 
attacked by agents themselves who felt the ill effects of too 
much competition, particularly from the large number of un-
qualified agents. The agents were able to do something about 
this problem by their combined efforts through their agent. as-
sociations. 
In recent years companies, perhaps mainly through 
the efforts of agent association, have come to the realiza-
tion that their interests are best represented by qualified 
individuals. Not only will qualified individuals benefit the 
companies directly by making wise selections of risks etc., 
but the companies will benefit indirectly by the good will 
and satisfaction that is built up by a qualified agent serv-
ing his clientel satisfactorily. 
True, insurance is an intangible and must be sold. 
However, along with the selling, the agent should be able to 
give advice and information about the product. The average 
citizen is not fully versed on the subject of his insurance 
needs. It is not enough that an insurance agent be an order 
taker. He must ba an advisor and consultant as well, with a 
working knowledge of legal obligations which people may have 
in everyday modern living. 
Agents, companies, and the separate states are all 
responsible to the insuring public to see to it that only 
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qualified individual fill such important roles as insurance 
agents and brokers. It is essential to modern day living that 
these men be competent. 
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In practice, there is a distinction between the li-
censing of agents and brokers. The licensing of agents is a 
matter_ in which the carrier_ and the producer cooperate, -where-
as brokers, being the representatives of no particular·carrier, 
must provide licenses for themselves. 
The applicant for appointment as an agent is re-
quired to submit his application in writing to the state su-
pervising authority. In doing so, he must make sworn answers 
to such questions as the state authority may require. These 
questions vary, depending upon the extent to which the local 
authority is interested in determining the qualifications of 
prospective producers. In many cases# (35 states) they con-
sist of a written examination that is designed to ascertain 
whether the producer is in fact competent to perform the du-
ties of an insurance agent. 
There are numerous questions to study in preparing 
for the examination to qualify as an insurance agent. The 
information available for study, however, is well organized, 
and all insurance companies can give efficient assistance to 
the prospective seller of insurance in preparing for the ex-
amination of the particular state or states involved. 
# See Appendix D 
As noted before, a continuous effort is being made 
by producers to raise the standards of agents and to dignify 
their particular status. 
Part-time agents, those who dabble in many enter-
prises and make the insurance business a 'J side line' , 
are not desired; neither are those who wish to obtain a 
license merely that they may share in commissions, as, 
for example, executive officers of large industrial con-
cerns who place a large volume of business and seek to 
obtain licenses in order that they may personally pro-
fit from their positions; neither are those-who are dis-
honest* irresponsible, or otherwise unworthy of confi-
dence. 
The tendency is to insist upon knowledge that goes 
into the fine points of the insurance transaction. As a pre-
requisite to a license, some states have gone so far as to 
require applicants to submit to written examinations that go 
rather thoroughly into the subject of insurance. Only those 
I . 
candidates who successfully pass these examinations are li-
censed. G. F. Michelbacher, president of Great American In-
demnity Company, feels that many of these requirements are 
too burdensome, as, for example, 11 where the agent is required 
to take an examination every time he changes from one carrier 
to another, or takes a new carrier into his office; or where 
a separate examination must be taken in each branch of the 
business :for which the agent desires a license".** 
Broadly speaking, the quali:t'ication requirements of 
states can be put into two categories; states which require 
* 16, P. 452 
** 16, P. 452 
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written examinations, and states 1-lhich do not require written 
examinations. Appendix D contains the listings of the states 
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in these two groups and the requirements of each state. With-
in the group of states requiring written examinations the states 
of California, Florida~ PennBylvania and New York could be 
classified separately for these four states require study 
courses before an individual is permitted to take his written 
examination. 
The insurance companies and state insurance depart-
ment, due to the efforts of insurance agents associations, 
are gradually coming to the realization that insurance agents 
and brokers should be specialists, or at least adequately 
qualified to perform their jobs satisfactorily. It certain~ 
ly is impossible to determine from an individual application 
his qualification for the role of insurance agent, yet there 
are still fourteen states which require no written examina-
tion in order to qualify for a license as an insurance agent. 
How much can be determined from a written examina~ 
tion? Of course the results will differ dependi~~ upon the 
type of examination, etc. However, nothing more than factual 
information can be obtained and judged from the results of a 
written examination. Little, if anything, is known about the 
individuals sincerity and ability to serve the needs of his 
insurance clients. It takes more than just factual knowledge 
to be a successful insurance agent; it takes the desire and 
ability to find and point out the clientrs insurance needs; 
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to obtain proper coverage for these needs; to keep the client's 
insurance coverage up to date, and to serve the client's ac- . 
cotlllt in time or economic loss to property of other insurance 
claims. 
It takes much more than a memorization of factual 
material to instill these qualities into an agent. The most 
certain way to get results is to specify a course of study 
which must be satisfactorily completed before the individual 
is licensed as an agent. Other states would be wise to fol-
low the leadership or California~ Florida, Pennsylvania and 
New York who have such required programs of study. 
Keeping in mind that the insurance laws are drawn 
up by the legislative bodies or the various states, it is 
understandable that the requirements would vary in some re-
spects. However, most of the general requirements cited are 
applicable to the majority !if not all of the states. When 
an individual, contemplating an agency career, decides on the 
state in which he is going to operate, he should contact the 
insurance commissioner of that state concerning current re-
quirements and qualifications of licensing insurance agents. 
Agency requirements in many states are presently in a state 
of evolution and development. In order to avoid confusion 
as to current requirements and qualifications,. individuals 
should contact the insurance departments of the state or . 
states in which they are interested.# 
# Appendix B contains titles and addresses or insurance 
commissioners. 
It is hoped and is the tendency, that the insurance 
agent will become a specialist, equipped by experience and 
training to offer counsel upon insurance matters, just as 
physicians and attorneys offer service and counsel in their 
respective fields. It is thought that when that day comes, 
the successful agent will find sufficient opporttrnity in 
this field to require his entire effort, and that the part-
time agent will no longer constitute a problem. 
Proposed Agency Qualification Law 
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The Suggested Licensing Law Draft is a draft measure 
sponsored by the National Association of Insurance Agents. 
Under this draft the insurance agent is defined as 
••• an individual, a resident of this state,.or 
whose principal office is in this state, authorized in 
writing by any insurance company lawfully authorized to 
transact business in this State, to act as its repre-
sentative, with authority to solicit, negotiate and effect 
contracts of insurance in its behalf, who has an office 
in this state in which is kept a record of the contracts 
of insurance signed, countersigned or issued by him, and 
whose premium writings represented by the premiums on 
contracts of insurance signea, countersigned or issued 
by him for the general public exceeds ·(except in the 
case of first time applicants) those on insurance signed, 
countersig;a.ed or issued by him. covering his property or 
insurable interests or that of his relatives and his 
employer; or any member of a co-partnership or associa-
tion, or any stockholder, officer or agent of a corpora-
tion so authorized and permitted by law to solicit, 
negotiate and effect contracts of insurance.* 
According to the provisions of the draft law, which 
correspond roughly to the regulations in effect in states that 
* 16, P. 453 
have enacted agency qualification laws, the application of 
the prospective agent must be supported by an official or 
representative of an insurance carrier authorized to trans-
act business in the state, or by a licensed insurance agent. 
Ttie sponsor must set forth: 
(a) That the applicant (except a non-resident 
broker) is a resident of this state or that his prin-
cipal office for the conduct of such business is in 
this state; 
(b) That the applicant is personally kn01in to him; 
(c) That the applicant has had experience or in-
struction in the general or some mentioned lines of in-
surance for which he may desire to be specifically li-
censed; 
(d) That the applicant is of good business reputa-
tion and is worthy of a license.* 
The license, if granted, is renewable an_nually 
for an annual fee which, has been suggested, should be $10.00. 
This fee is paid by the agent himself. An insurance carrier 
may then license ·Sllch a qualified agent as its representative 
by paying an annual license fee of $2~00. The agent's license 
may be revoked or suspended by the state authority after 20 
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days notice in writing to the agent and the carrier or car- 1 
riers represented by him, provided it is found upon investi-
gation that the license 
.•• was obtained by fraud or misrepresentation, or that 
premiums received to which any insurance company is legal-
ly entitled, which are hereby declared to be trust funds, 
are illegally withheld, or that the premium writings of 
the respondent, represented by the premiums on contracts 
* 16, P. 453 
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of' insurance signed, countersigned or issued by him for 
the general public do not exceed those on insurance signed, 
countersigned or issued by him covering his property or 
insurable interests or that of his relatives and his 
employer, or that the respondent has violated any pro-
vision of the insurance la-w-s of this state, or in the 
event that the interests of the public are not properly 
served under said law.* 
Within 30 days after the revocation, suspension, 
or refusal to license, the person aggrieved shall have the 
right to petition a court of record in the county,where the 
main off'ice of the state authority is located, to require the 
authority to show cause why the license should not be rein-
stated or issued. 
Finally, it is declared to be unlawf'ul for any per-
son to act as an insurance agent without a license, and the 
penalty for so doing is fixed. In nearly all the states there 
are severe penal ties for acting as an agent or broker vri thout 
a license. The fines are substantial, and there is frequent-
ly an alternative of imprisonment at the option of the presid-
ing judge. Usually a single offense is su:fficient to invoke 
the penalty. In brief, the law makes it unprofitable to act 
as an insurance agent without a license. 
The insurance commissioner is charged with the gen-
eral enforcement of' the insurance law. Hm•rever, not like 
that of' either the sheriff or the district attorney. 11 He has 
broad inquisitorial powers and usually is required to report 
* 16, P. 454 
his findings of violation to the district attorney or the 
attorney general, who then must act to bring the offender to 
trial. 11 * 
* 18, P. 520 
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CHAPTER FOUR 
DUTIES AND RESPONSIBILITIES OF AGENTS 
Much of the discussion relating to the advantages· 
of one type of carrier over another pertains to service. Cap-
ital stock companies argue that they are able to give better 
service to their policyholders because they write insurance 
through agents rather than direct to the consumer. An insur-
ance agent serves as a middleman bet-,'leen the insurance compa-
ny and the insured. He is paid a commission in return for 
services he is presumed to perform for both his company and 
his clients. The nature and scope of these services will be 
the topic of this chapter. 
It is because of the intricate position held by the 
agent, as mediator between the buyer and seller of-insurance 
coverage, that he must perform his services with diligence 
and care. Authorities, in recent years, have recognized this 
position of the.agent and have, thus, imposed stronger regula-
tions governing the licensing of agents. In this way, only 
capable indi v1duals are entrusted ~Arith the duties vi tal to 
the best interests of all parties to the insurance contract·. 
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The duties and responsibilities of agents can be bro-
ken down into four main categories: duties and responsibilities, 
(a) to clients, (b) to companies, (c) to brokers and other 
agents, (d) to the community.* 
A. To Clients 
Confidence in an individual's insurance agent is 
just as essential as conf'idenqe in his physician or attorney. 
It must be created, and is perhaps the most valuable asset 
an agent can possess. Confidence can only exist where an a-
gent is honest and straightforward in his dealings with those 
with whom he does business and where he possesses the capaci-
ty and ability to properly serve their interests and require-
ments. However, more is required than just intent., no. matter 
how sinc.ere the agent may be. He must have a thorough .know-
ledge of the types of insurance he is selling and know the 
kinds best suited to the requirements of' the individual client 
and the amount of insurance needed to properly and adequately 
cover the risk. 
Since policies and rates are fairly well standard-
ized in the strong, prominent companies, selling points de-
pend largely on the quality of service which can be given the 
insured. For the aggressive, service-giving agent this is 
definitely an asset and, like all "good competition, the lack 
of' service-giving should force the sub-standard agent out of 
competition completely. 
-1!- 35, p. 251-256 
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The following list contains the main duties and 
responsibilities of agents to their clients.* 
1. To advise insurance coverage best fitted to 
clients needs. The· agent should realize, when interviewing 
a client or prospective client, that he won't or can't take 
all the insurance available to fully cover his risks. The 
agent should, therefore, help his client choose the most es-
sential coverage, for instance, liability instead of colli-
sion on an automobile. The client should be free to make his 
own decisions, however, the agent is the insurance expert and 
must act as the client's adviser. 
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The agent should also be on the constant alert for 
changing needs of his clients. Since property insurance pol-
icies are generally sold for periods of one, three, or five 
years, many changes may take place while the policy is in 
force. The client may purchase additional property or ex-
tend present property in which case the coverage will have 
to be tailored to the client's changing needs. The inflation 
trend in recent years has greatly increased the value of prop-
erty. Thus, it is also the duty of the agent to advise the 
client to keep coverage abreast with the advancing valuation 
of property. 
2. To bind any insurance immediately upon receipt 
of an order. This is of utmost importance even though it is 
t'~ 2, P. 46 
realized only after a loss has occurred without being covered. 
Not only will the agent lose that particular client under 
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such circLunstances, but he will also lose the confidence and 
possibly the business of any and all who may hear of the in-
cident. It is not enough to tell the client, 11 You are coveredr1 • 
This has been demonstrated in.several court cases where the 
agent, representing several companies, failed to bind any or 
any combination of the several companies before the loss oc-
curred. The court decision was that, even though the agent 
represented all the companies his failure to bind any partic-
ular company resulted in no liability for any of the compa-
* nies. 
3. To check the policy to see that it is correct. 
An agent should check all policies before delivering them to 
his client and determine that they are properly written, the 
rates are correct, and that any necessary endorsements are 
attached to and made a part of the contract. This applies 
to both policy-writing and non-policy-writing agents. Any 
mistake which is allowed to slip by the agent is in his dis-
favor for it is the agent who has procured the information-:, 
required in the writing of the policy. An alert agent by pre-
venting or at least catching mistakes will be able to avoid 
confusion as to correct coverage and thus keep the respect 
and admiration of both clients and companies which he repre-
sents. 
* 32, P. 273 
4. To explain the covBrage under the policy. While 
most property owners buy insurance, few are familiar with the 
contract features of a standru."d policy. Agents should urge 
their clients to read and understand their policies. Besides 
this, the agent should be available to explain any part of 
the contract which the client does not fully understand. Ib. 
pointing out the features of the contract it is of great im-
portance that the limitations and exclusions be enumerated 
as well as the coverage portion. It is much better for a cli-
ent to realize the limitations of the contract he has or is 
about to purchase, than to believe that he is 11 fully covered" 
(in his own terms) only to find out differently after a pe-
culiar, excluded loss has occurred. 
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5. To see that thB policy is kept in force. An-
other important part of the agent•s service to his clients 
is to watch carefully for the expiration of policies. This 
feature is easily taken care of as partof tp.e accounting pro-
cedure of the agency. W4at is known as the n expiration filerr 
contains, in chronological order, expiration dates of· all pol-
icies then in force. The general procedure is to notify cli-
ents of the expiration a month in advance. Thus, for example, 
during the month of July all expirations in August will be 
notified in an orderly, chronological procedure. 
The average customer is apt to forget about the ex-
piration of his policies. Clients will resent the fact, and 
rightfully so,. if their policies are allowed to expire without 
either renewal or proper notice. Failure to notify or renew 
is also a method by which the agent will lose both business 
and prestige. 
Renewals should be follo"\'red up vigorously for they 
are as essential as new business and the expense involved is 
substantially less than that of obtaining new clients. Form 
letters should not be used to solicit renewals. They reflect 
indifference and may create the impression that the business 
is not fully appreciated. Individual letters cost more.but 
they are more effective and in many cases may pay great divi-
dends. In some cases personal calls may be essential to re-
tain the clients business. .Almost all new business is ob-
tained through personal calls, thus, a few required personal 
calls for renewals should not be neglected. 
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6. To assist the client whenever possible in get-
ting proper rate reductions. Giving the insured the best 
coverage available for his money is part of the superior serv-
ice agents must render if they hope to build a substantial 
business. Where the cost of insurance can be reduced through 
the correction of faults of management, elirgination of hazards, 
the installation of devices or equipment et cetera, it is the 
agent 1 s duty to check these matters carefully and advise his 
clients accordingly. 
7. To serve the insured in the event of a loss. 
When a loss occurs, the services of a local insurance agent 
may be invaluable to his client. The legitimate claimant 
should not be looked down upon for the function of insurance 
is to distribute the loss among policyholders. Thus,. the 
services provided to the legitimate claimant are just as im-
portant and may be received with more favor than other serv-
ices given by the agent. Good service provided at the time 
of loss--helping the property owner in the preparation of the 
necessary proof of loss and other details connected with the 
settlement of claims--can be of great value in building a 
reputation for the agent. In contrast, poor service at the 
time of loss can tear down the good reputationwhich the a-
gent has built up by good service provided up until this time. 
B. To Companies 
Most companies secure their business through agents 
located throughout the territory in which they do business. 
Generally speaking the only contacts policyholders have with 
the companies in which they are insured are through the agent. 
Therefore, to a large extent companies are judged by the type 
of agents which represent them. Because of this situation, 
agents are charged -vri th the responsibility to so conduct them-
selves and their business as to reflect credit upon their com-
panies. Whether a company is favorably regarded in a given 
community depends largely on ~he agent. If he is a man of 
high principles and abides by high ethical standards in the 
conduct of ~is business, both he and his companies will bene-
fit. The companies, therefore, endeavor to select agents 
possessing these high standards. 
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The main duties and responsibilities or agents to 
* their companies are included under the rollowing headings. 
1. To make proper selection or business that will 
be proritable to the company. An agent is under obligation 
to serve his company with diligence in obtaining business and 
discretion in accepting risks. His principal function is to 
obtain business, but he should be motivated in accepting or 
recommending business to his company by consideration or 
whether the business is or the acceptable type. If an agent 
.{ 
is aware of any facts or circumstances which may indicate 
that a risk is not desirable, either from a physical or mor-
al standpoint, or both, he should decline to accept it or 
submit the facts to his company for consideration and afford 
it an opportunity to make the decision. Often an agent is 
aware of facts or.circumstances, which are known to him only 
because of his residence in a community,.which indicates that 
the risk is undesirable for one reason or another, but which 
would not be known to the home office personell if the agent 
refrained from reporting or calling attention to these condi-
tions. 
Under no circumstance-s should an agent act in col-
lusion with a prospective assured to conceal information 
which, if known to his company, might cause it to decline 
the risk. Not only is this action in conflict with the best 
interests of the company, but it is also basis for revoking 
or suspending the licenses of the agent. 
* 2' p. 46' 49 
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The agent's responsibility to his company does not 
end with the issuance and delivery of a policy. Conditions 
existing at the time of issuance may change in such a manner 
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as to adversely affect the company's interest. It is the a-
gent's duty to keep in contact with risks insured by or through 
him in order that he may learn of such changes, if they occur, 
and take appropriate action or report the situation to his 
company so that it may do so. * 
2. To collect premiums when due and remit to the 
company. An agent should remit to his company promptly all 
premiums collected or received by him. Such funds should not 
be mixed with his personal funds or used for personal pur-
poses. 
Under the statutes of New York an agent becomes 
responsible in a fiduciary capacity for all funds re-
ceived or collected by him as an agent and may not, with-
out the express consent of the company or companies which 
issue the policies on which the premiums are paid, min-
gle such funds with his own or with funds held by him in 
any other capacity. He is, however, not required to 
maintain a separate bank account for the funds of each 
of his companies, if and so long as the funds so held 
for each company are reasonably ascertainable from his 
books of accounts and records. Quite apart from the 
necessity of complying with the requirements of the stat-
ute, it is important that the agent adhere to the proce-
dure indicated in order that he may have a proper record 
of his obligations to his companies. This will enable 
him to avoid becoming involved financialli throue~~ the 
use of funds which do not belong to him.* 
3. To report losses to the company as soon as pos-
sible. Generally it is only through the agent that the company 
* 35, P. 253 
** 35, P. 254 
receives notice of a claim. The adjustment of a loss is a 
business transaction. The settlement of a loss is the best 
way an insurance company can demonstrate its worth and serv-
ice. If the company is notified of a loss promptly it can 
investigate and make settlement within a short time and thus 
create a most ~avorable attitude toward the ~unctions of the 
insurance company. 
Another important feature of quick notification of 
losses to the company is the ability of the company to com-
pute within reasonable limits total losses occurred up to 
that time. This is particularly important in lines of in-
surance which experience wide fluxuations· in loss records. 
Up to date data is essential for the company when making de-
cisions as to changing companies policies. 
Prompt notification is also of importance in the 
investigation of facts around a claim. The longer time e-
lapses between the loss and settlement the hazier the facts 
become. Clear facts are necessary in loss settlement, par-
ticularly in liability cases where your company may not be 
liable but must present clear facts to support their case in 
co11rt. * 
4. Agents obligations to the company in giving a 
sales talk. 1~en giving a sales talk it is important for the 
agent to keep clearly in mind his responsibility to the com-
* 17' :P. 21-24 
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pany in the selection of risks. The selection of the r+sk 
should be made on both physical and moral hazard. Quantity 
of business means little if the quality is of low standard. 
The best solution is for the agent to work for a low loss 
ratio. I~ the agent is persistent in giving the company poor 
i 
i 
business, the situation will have to be corrected or th~ a-
I 
gency will be terminated. Naturally, the agent cannot pre-
vent loss but he can be careful in accepting risks. 
It is important for the agent not to commit the 
company beyond any liability covered by the policy being sold. 
It is a fundamental rule that the principal is 
bound by the acts of his agent, i~ within the scope o~ 
his authority, or within the scope of his apparent 
authority, in a case where the interests of an innqcent 
party are adversely affected. It is imperative, there-
fore, that, when performing any act on behalf of his 
company, an agent should avoid committing or obligating 
it in any way, ~ess he is positive that it is pr~per 
for him to do so. 
Agents should also stress the necessity of prqmpt 
payment of premiums. This is necessary because of the dgent's 
obligation to remit premiums to the company promptly. ~so, 
1 
it avoids the problem of free insurance which exists when a 
policy is issued but cancelled after a certain time or be-
cause premium is not paid. Free insurance definitely r~ises 
i 
the rates of insurance to the policyholders who pay their pre-
miums. 
* 35, P. 254 
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Finally, in giving a sales talk it is important 
I, 
that the agent states facts without misrepresentation. ~Not 
only is misrepresentation a basis for suspending or revoking 
an agent 1 s license, but it creates a feeling of distrust be-
tween the entire insurance industry and the insuing public. 
C. To Brokers and Other Agents 
Brokers must either place business directly with 
! 
companies or through agents. An agent should not make tise 
of information which becomes available to him through his 
transactions with brokers, for the purpose of eliminating 
the broker and securing the business, or renewal of the !busi-
ness, for himself. The producer of the business is entitled 
I 
to the expirations and renewals of the business. If updn 
expiration of the insurance which a broker has placed wtth 
an agent, the broker elects to place it elsewhere, he s~ould 
be given every opportunity- to do so. 
I 
In his relations with other agents, an agent 1 si at-
titude should be that of a friendly competitor and he should 
I 
give them the same consideration that he would expect them 
to show him. Every agent should demonstrate by his acts' and 
contacts with his fellow-agents that it is his desire to', con-
tribute to and help maintain a high standard of ethics. 
D. To the Community 
I 
The insurance agent, as an independent business-
man, holds an important position in the average communit!• 
I 
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It is through him that the citizens obtain the insurancje cov-
' 
erage ·which is so necessary to modern day living. 
I 
The importance with which the public regards lthe 
~ 
i position of an agent in the social structure is, to an 
1
extent, 
indicated by the fact that in many states statutes req'9ire 
i 
that he be a competent and trustworthy person and that ~e 
i 
! 
demonstrate his qualifications and ability to engage i~ the 
insurance business by passing a COmprehensive Written exam~ 
i 
I 
ination before a license can be granted him• 
132 
CHAPTER FIVE 
AGENT 1 S SELECTION OF COMPANIES 
Companies are eternally in a vigilant search for 
competent, trustworthy individuals to fill the role of agents. 
Also, from the_ other partiesr viewpoint, but still on the 
l33 
same topic, agents or prospective agents are always interested 
i in representing companies of high standard and reputation 
I 
which will best fulfil and serve the needs of their clients. 
Selecting the companies agents wish to deal with 
is very important and s~ould receive ample and thoughtful con-
sideration. There are many companies with splendid rec9rds; 
therefore, there is little need, reason, or excuse to repre-
sent companies which possess less than satisfactory qualifi-
cations. 
Historically, stock insurance companies were ~epre­
sented by agents while their mutual company competitors used 
I 
sales representatives of one type or other. In otherwords, 
mutuals were gener~lly known as direct writers while the stocks 
I 
were agency companies. While this trend is still thouglit to 
exist, it is only on a limited scale and the line of' distinc-
tion is not nearly so clearly drawn. MUtuals were not long 
in recognizing the advantages of' the agency system, and,soon 
adopted it as part of' their own product'ion function. Today 
there are many mutuals who are represented by agents, and 
some to the exclusion of',all other types of business acquisi-
tion methods. 
The qualification of an insurance carrier: finan-
cial condition, underwriting philosophy, claims policy, ,and 
service are by far more important in selecting an insur~r 
than whether it is a stock, or a mutual company. There are 
good and bad carriers of both·types. Foolish would it pe to 
represent a carrier just because it is a stock company if it 
didn r t possess the qualifica.tion of a sound insurance compa-
ny. Any rational indivi~ual certainly would come to the con-
elusion that it is better to judge a company on sound quali-
fications rather than upon the superficial names of stodk or 
mutual. The job of distinguishing between good and bad com-
panies is not always an easy one. However, the predominance 
of good carriers puts the odds in favor of making a wise se-
lection.* 
Rating the Companies 
Two insurance yearbooks report in detail on compa-
ny history, personnel, investments, operating results, tinder-
' 
writing results, and other financial data relating to insur-
ance carriers. This information is reported for all kinds 
of ins~~ers and is found in two types of yearbooks. The first 
* 15, P. 76-77 
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type, the SPECTATOR INSURANCE YEAR BOOK does not rate the 
companies. It simply presents the facts, leaving the reader 
to arrive at his own conclusion. BEST'S INSURANCE REPORTS is 
the other type yearbook and in addition to publishing t4e 
facts, it assigns a rate to the company. This report rates 
all companies by assigning a nPolicyholders 1 Ratingu and a 
11 Financial Ratingu. 
The "Policyholders' Ratingn is sumed up as follows. 
Our rating formulae recognize that the stability 
of a company or association and the desirability of its 
policies hinge upon the following principal factors: 
1--Good underwriting, 2--Economy of management, 3--
Adequate reserves for undischarged liabilities of all 
kinds, 4-Net resources adequate to absorb unusual 'shock, 
5-Sound investments.* 
The 11 Financial Rating 11 includes the following • 
This rating indicates our estimate of the net safe-
ty factor of each company and is based upon the su~plus 
to policyholders, plus equities, and less indicated 
shortages in reserves, if any. Policyholders' surplus 
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is the sum of paid in capital and surplus funds in stock 
companies and surplus funds as regards mutual companies.** 
Forecasting Carrier Finances 
However, no matter how good carrier ratings may 
appear, absolute reliance on present day ratings should not 
be the sole criteria for the jud~ent of a company. For ex-
ample, a company may have a very profitable history, high 
* 33, P:. XVii 
** 33, P. XViii 
present day ratings and still have a failure in the near fu-
ture due to poor managerial ability in adverse times, or due 
to other unpredictable, unfavorable circumstances. 
I 
Shch was 
the case in 1946 . 
••• one of the leading professional insurance fi-
nancial rating services gave the following 'policyhold-
ers' ratings' to three casualty insurance companies: 
to one, A+; to the second, A; and to the third, B+r By 
the time the next annual edition of the service was pub-
lished, the company with the B+ rating was being sub-
jected to receivership proceedings by its home-state 
commissioner; and the companies with the A+ and A rat-
ings had been forced to change management and continued 
to survive only by virtue of financial aid from the Re-
construction Finance Corporation .•• And All three got 
into difficulties for the same basic reason: heavy 
commitments in the automobile field, which Wqs highly 
unprofitable in the first few postwar years.* 
From the above quote it can be noted that abs~lute 
' 
certainty as to a carrier's ability to meet obligations in 
the future is very uncertain. Thus, to a certain degre~ it 
is best to choose a carrier which tends to be on the co~serv-
ative side as to company policies. It is better to earn a 
small profit and stay solvent than to write questionable 
business in the anticipation of large profit and run the risk 
of surmountable losses. 
Factors in Carrier Finance 
Since there have been and always will be some 'com-
' 
panies that lack apparent concern for their future existence 
* 15, P: 79 
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the agent should be careful to avoid such companies and rep-
resent only reliable insurers. The reliable insurer is both 
solvent and liquid. Solvency meaning being worth more than 
one owes which is the situation when total assets exceed to-
tal liabilities. Liquidity meaning being able to pay off 
one's liabilities when they become due which is the situation 
when current assets exceed current liabilities. A comp~ny 
that is solvent and liquid today may become insolvent ot un-
able to liquidate in the future. Therefore, the wise insur-
ance agent and buyer is interested in knowing whether a l car-
i 
rier is making or losing money. In order to find out, it is 
necessary to examine the insurer's loss and expense rattos, 
the net income earned on its investments, and the size and 
growth of its surplus. In evaluating the carrierrs surplus, 
the insurance agent should consider the soundness, liquidity, 
and diversification of assets. Also, the size of surpl~s 
:* 
should be appraised in the light of company obligations~ 
As a practical matter, small companies should have 
' 
a larger ratio of surplus to liabilities than that expected 
of a big company, since a small unfavorable variation in 
experience in a small. company will be felt more. A catp.-
strophic loss would be more reflected in the financial po-
sition of a small company than in the financial position of 
a large company. 
* 15, P. 78 
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In choosing between different carriers, estimation 
of future liquidity and solvency should be determining factors. 
' 
However, there are too many companies with resources ample 
for any contingency for one to have to select solely on, the 
basis of financial stability. 
Carrier Services 
Carrier services include many items which are im-
:portant to the agent and to his clients when the agent chooses 
the companies he will represent. First of all, if the barrier 
is not offering the type of coverage desired by the agep.t for 
his clients there is no need to make further evaluation of 
the carrier. As mentioned earlier, financial qualifications 
are necessary, but there are a sufficient number of fin~cial­
ly sound companies that appropriate coverage can be obtp.ined 
from one of them. 
In some types of insurance, the service which comes 
along with the :policy is just as important, if not more im-
:portant than the insurance coverage. This is :particularly 
true of boiler insurance where the insurance contract a:p-
:proaches to the extreme of being slightly more than a serv-
ice contract. In such contracts service is·extremely im:por-
tant to the :policyholders. Thus, in such cases the agent 
1 
should be careful in the selection of a company that will 
give the appropriate service to its :policyholders. 
Multi-line writing of insurance coverage has made 
it possible for many large companies to offer almost if not 
every type of insurance covera.ge required by their age~ts. 
Under such circumstances it is not necessary for an agent to 
represent a multitude of insurance carriers in order to have 
all types of coverage available for his clients. 
' 
' There are, however, some lines of insurance which 
are not readily written by all insurance carriers. Thu~, in 
! 
' 
order to provide these unusual (or in some cases usual but 
unwanted) types of coverage to clients it is necessary for 
agents to represent what are called nspecialty companies 11 • 
Insurance protection on lumberyards is a specialty line for 
some companies, whereas other companies may be specialty 
writers in flour mills or coal mine coverage. Companies 
lacking the necessary specialized facilities or experience 
often will take none of these risks. 
There are many cases where a certain line of insur-
ance coverage proves to be unprofitable for a certain C?mpa-
ny. This is the other place vrhere specialty companies ~hoW: 
their great value and importance in a time of need. In.re-
I 
cent years the line of automobile coverage has been very un-
profitable for some companies. In such cases the existence 
of a specialty company in an agency has been used to great 
advantage. The question may be raised as to how the sp~cial­
ty company can make a profit on unprofitable business? . It 
is possible because the specialty company is a specialist in 
139 
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its particular line and through its past experience and close 
underwriting it is able to improve the line and make a profit. 
Many times, underwriters will take the lfbitte!i11 only 
I 
with the 11 sweet". This means that undesirable lines of' insur-
ance coverage are written for an agent only if' the bette~ risks 
are included. Automobile is considered an undesirable line by 
many companies and is written only if' the more profi tabl!e in-
surance lines are included. However, having a company that 
will take the bad with the good is better than having the bad 
rejected altogether. In most cases, if the agents canno,t place 
the client 1 s bad bu_siness he will lose all of the client 1 s 
business. Thus, many times the writing of the bad with 'the 
good is the determining factor in company selection. 
The speed and fairness of a carrier's claim setrvice 
are other important factors when selecting carriers. No in-
dividual enjoys waiting for any length of' time for the s:ettle-
ment of' legitimate claims. Thust in selecting a company it 
is important to know the facilities of' the company provided 
for claim adjustment, Usually claim offices are located in 
principal cities throughout the territory of' the company. If' 
these facilities are adequately staffed with competent adjusters, 
claim settlement should not be a problem. In many cases the 
local agents have the authority to adjust all small claims up 
to a designated limit. In such cases settlement of claims are 
generally quickly made to the benefit of all concerned. 'By 
prompt and just settlement of' claims the local agent can gain 
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:favorable relations with his clients and build a good rep-
utation :for both his agency and his companies. 
Fairness should always prevail in the settlement 
of' all claims, f'or deviations to either extreme is not to 
the best interest of' companies, agents or clients. No insured 
wishes to do business w·i th a company that regularly pinches 
i 
its pennies in the settlement of' claims. On the other ~and, 
being over generous in claim payments can be disastrous 1 to a 
carrier's financial structure if' it is not made up by charging 
I higher premiums. If higher premiums are paid it is not·being 
fair to the non-claimant policyholders and the general public 
* for insurance rates would be excessive. 
Number of' O'arriers to Represent 
Many agents represent too many companies. This 
statement may at f'irst seem strange after noting previously 
the advantages of' representing several carriers. However, 
! 
there are also drawbacks to representing an excessive number 
of carriers. Considering the hours spent with special agents 
' 
and the complicated o~fice routine brought about by represent-
ing too many companies, it can be realized that such an oper-
ation entails a tremendous amount of' extra work. 
If an agent has companies in his office :for the sole 
purpose of giving them business that his other companies re-
fuse to write, he is heading for a high loss ratio with! some. 
~~ 15,.P. 79-81 
of his companies. Such a condition if it is persistent ;will 
certainly lead to the cancellation of his agency contract. 
I 
Undesirable business with one company is undesirable for all 
companies unless they are specialty writers. 
Agencies do represent a number of fire companies 
l4Z· 
for capacity reasons. However, it is pointless to have :great 
capacity to accommodate just one or two large risks. It. is 
certain that if a company is being used to write only a few 
excess risks it will be continually pressing for a greater 
share of the agent's business. This can be given only at the 
expense of other companies that are 1vriti~~ the agent's regular 
business. If the agent gqes along with the idea he will: soon 
find out that he is no longer a favorite agent of any of. his 
I 
companies. The agent should have no more fire companies in 
his agency than is required for his average risk. What few 
excess risks, which require capacity, which he may acquire 
can easily be brokeraged out to large agencies which special-
ize in the marketing of excess coverage and hard to place 
business. 
By representing a minimum number of companies,· the 
' 
agent will be able to give each a substantial volume of busi-
ness and still maintain the advantages of representing s~veral 
companies. This will result in a greater spread of risk
1 
and 
an improvement of the loss ratios of some of the companips. 
Also, as an agent becomes more substantial to his company it 
will reflect a more reasonable attitude toward him in their 
dealings. 
Representing fewer companies can also be very help-
ful in the keeping of office accounts. Office personnel will 
be easier to train since they will have fewer people to corre-
spond with and fewer commission scales to keep in mind. 
A. Lines of Insurance 
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After all other factors are taken into consideration 
the final and deciding factor in the agent 1 s selection of 
companies rests upon the decision as to the lines of insur-
ance which he will sell. The lines of insurance which the 
agent will sell depends upon the type of clientele which he 
pursues. If the majority of the agent 1 s clientele are busi~ 
nessmen and industrial establishments, the lines of insur-
ance coverage vvhich he will sell predominently ~<rill certainly 
differ to a considerable degree than if the majority of his 
clientele are individuals. In the first instance insurance 
coverage would be of the business type such as workmen 1 s compen-
sation, products liability, et cetera. In the second instance 
insurance coverage would be predominately personal. In this 
case personal is used to mean the type of coverage that in-
dividuals commonly need, such as, fire insurance on their res-
idence, automobile liability and collision, et cetera. 
As mentioned previously, because of present day 
multiple-line methods of underwriting it is now common for 
many large insurance companies to offer most if not all types 
of coverage which an agent's clients request. In recent years 
many states have authorized the formation of eompauiee to 
write all lines of insurance except life insurance.* 
Larger companies generally write all types of cover-
ages for both individuals and business establishments. If 
-~he agent represents this type of c.arrier he will be able to 
place all of his business with a-minimum amount of difficulty 
and a minimum number of insurance companies represented in 
his agency. 
Generally, the local agent is considered to have 
all types of insurance coverage available to his clients 
except life insLITance and possibly accident and health insur-
ance. Therefore, in the selecting of companies the agent 
should keep in mind the types of insurance that his clientele 
will require most generally. Of course, it is senseless to 
believe that every agency will carry every available type of 
insurance coverage. In fact, it is probaoly quite common 
for most agencies to receive requests periodically for pe-
culiar types of insurance coverage which they do not have 
available. Such may be the case when an agent receives a 
request for insurance coverage on a private airplane for this 
t.ype o:f coverage is not usually requested. Therefore, the 
agent does not have to feel inferior if he doesn't have it 
available immediately for the chances are that his competitors 
would not have it either. 
* 19, P. 16 
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In such circumstances the agent should not send 
his client elsewhere for this would give the impression that 
peculiar business is not wanted and may lead to the loss of 
the client entirely. Instead, the agent should find where 
the coverage can be obtained and brokerage it out to a larger 
agency which specializes in peculiar types of insurance cover-
age. Buch business may result in a little extra cost and 
effort on the part of the agent, but this is another service 
which the agent can offer to his clients and thus build good 
will for his agency and the American Agency System. 
Many agents perform the same service for their 
clients in the case of life insurance, or accident and health 
insurance when their agency does not offer such coverage. In 
such cases the local agent fills the capacity of agent for 
all the lines of insurance which he handles and the role of 
broker for the business which he must brokerage out to other 
agencies or other companies. 
B. Agent's Commission 
The compensation received by an agent or broker 
for selling insurance is a certain percentage of the premiums 
collected. This compensation is known as a commission. In 
contrast to this method of remuneration other producers of 
insurance sales, such as sales representatives,· are compen-
sated either entirely by a flat salary or more generally by 
a base salary and a percentage of total premiums. However, 
in cases where the commission is granted in addition to a base 
salary the percentage is substantially lower than the com-
mission earned by regular independent ag~nts. 
Commissions on types of insurance other than life, 
generally run from 10 percent to 25 percent of the premium. 
However, in isolated cases there may be deviations from this 
general rule at either the ~pper or lower limit. The follow-
ing list of commissions is representative of those paid to 
local agents by leading companies in the District of Columbia 
for casualty insurance and for fidelity and surety bonds~ 
Table 3* 
CASUALTY INSURANCE 
Compensation insurance 
Automobile liability 
Automobile property damage 
Burglary, theft, and larceny 
Health and accident insurance 
Plate-glass insurance 
Public liability 
Property damage, other than automobile 
Commission 
(percent of premiums) 
10 
17~ 
20 
20 
25 
25 
17.;!,_ 
17t 
FIDELITY AND SURETY BONDS 
Fidelity, surety, and forgery bonds, except 
blanket 20 
Commercial and blanket position bonds 15 
Bankers and brokers blanket bonds 10 
Percentage Versus DollarTotal 
The mere fact that a local agent receives a high 
percentage of commission on one type of business does not 
* 34, P. 121 
necessarily mean that this line of inst~ance is more profit-
able business than the business on which he receives a low 
percentage of commissions. For example~ on dwellings the 
commission is generally 20 percent. However, the cost of in-
surance may be only 10 cents per $100 of insurance coverage. 
Therefore a considerable amount of insurance must be written 
in terms of total valuation to produce, say, $1,000 of pre-
miums of which at 2Q percent commission the agent would earn 
$200. On the other hand, if the agent writes compensation 
insurance for a construction company, because the business 
is extrEmely hazardous~ the premium rate is so high that 10 
percent of the premium represents a good commission. 
Unlike sales representatives who may receive noth-
ing, or at best only a slight commission, for business which 
is renewed with the company, agents receive the same amount 
of commissions for renewals as for new business. Thus, the 
agent should be diligent in following up renewals. General-
ly, renewals are the most profitable business the agent can 
obtain for the effort put forth. Clients who continue their 
insurance coverage, and most of them do, are usually satis-
fied to keep their business with the same agent if they have 
received adequate agency service. Obtaining a client, and 
adequately servicing all of his insurance needs is the best 
way to fight off direct writers and other competitors. If 
the agent permits one of the client's lines of insurance to 
be lost to a competitor, he may soon find that the competitor 
is writing all of his ex-client's coverage. 
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Regulation of Commissions 
The time vrhen commissions are earned has been the 
subject of much litigation. 
It has been held that an insurance agent who has 
by written agreement terminated his connection with an 
insurer is not entitled to commissions on policies con-
verted from Term to other types of insurance after the 
termination of the agency. On the other hand, in West-
ern Nat. Ins. Co. v. Haph Brokerage, Inc., the New York 
Court of Appeals held that a broker earns his full com-
mission at the policy sale, even though the insurer 
makes a policy change during the policy term, provid-
ing that said change was not brought about by an act 
of the broker.* 
The power of the state to regulate the amount of 
commission paid and when commissions should be paid is clear-
ly established today. However, in the absence of statutory 
power, the insurance commissioner has no right to refuse to 
renew an insurer•s license on the ground that the insurer 
paid excessive commissions to agents. Such an example is 
clearly put forth in the following quote. 
The Superintendent of Insurance relied upon Section 
42 (2) of the New York Insurance Law which authorized 
him to issue a renewal license 1 if he shall be satisfied • 
••• that its (the ins~ITer 1 s) continuance in business in 
this state will not be hazardous or prejudicial to the 
best interests of the people of the state'. Although 
the Court implicitly recognized excessive commissions 
as an evil, the majority opinion declared that the a-
bove statutory language did not confer such administra~ 
tive power upon the State official.** 
* 4, P. 1438-1439 
** 3, P. 153 
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The expense of an insurance company is always close-
ly watched and supervised. Thus, since the acquisition cost 
is the largest of all expense items, it is not surprising to 
find that it is under close scrutiny of insurance investiga-
tors. Since agents are the main source of business acquisi-
tion the agents 1 commission scales are watched quite closely. 
At first sight it doesn 1 t appear to be difficult to 
fix and adhere to a scale of commissions to agents, and if 
all agents were of the same class, it might well be a simple 
matter. However, even in a particular line of the insurance 
business there are many classes of agents to whom it would 
not be fair to remunerate on a uniform scale. Some agents, 
called non-policy-writing agents, write no policies and keep 
few records, merely sending in applications and receiving 
and delivering policies. Usually this type of agent has his 
insurance business as incidental to other business. Other 
agents issue policies and keep elaborate records. It is, 
therefore, obvious that the latter agent 'should receive at 
least enough more than the former to cover his office expense. 
Some general agents conduct the entire business of the compa-
ny, producing little direct personal business, but securing 
much through local sub-agents and brokers. 
Some companies may furnish office rent or an allow-
ance for it, or make an allowance for stationery, telephone 
or other services which will make a low commission scale more 
attractive. In fact, some companies provide for their agents, 
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in the immediate area, full use of the home office facilities 
as a means of compensation in addition to commissions. 
Even though a company adheres rigidly to agreed 
commission scales for the several classes of agents and of-
fers no other inducements, it might secure a competitive ad-
vantage over another company simply by appointing, in a given 
territory, more agents in the higher rated general or region-
al classes.# 
As has been pointed out in a previous chapter there 
has been a considerable amount of legislation dealing with 
the commission problem. Most of the legislation has dealt 
with the problem of excessive commissions and legislation, 
therefore, has imposed upper limits to acquisition costs. 
Also, there has been some legislation imposing lower limits 
on commissions, thus, protecting the producers from the u-
nited efforts of companies to reduce commissions. 
1v.hat is the Right Commission Level? 
The topic of commissions is always a cont~oversial 
one. Generally, companies are for reducing commissions which 
would reduce their expenses and the consumers cost of insur-
ance, while agents either wish to maintain present commission 
scales or even increase them in some lines. Companies argue 
that if commissions were reduced_, agents ·would be able to 
# See Table l, P. 32 
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sell more insurance, and the agents argue back that if their 
remuneration 1¥as sufficient they would be motivated to get 
out and prod~ce more business. 
Both companies and agents have their arguments, 
but which side is right? If commissions are too high it is 
logical to believe that t,hey \>Till be reduced through the e-
conomic mechanism of com1)eti tion. In insurance, competition 
between agency companies has caused an increase in commission 
for they all want the business and are thus willing to pay 
higher commissions for it. Competition to bring a reduction 
in the commission scale would be from direct writers and a-
gency companies would have to cut costs, which would proba-
bly include commissions, in order to come close to the price 
competition of these direct writers. 
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CHAPTER SIX 
AGENCY COSTS 
After the initial decision of an individual to en-
ter the insurance ag~ncy business, and the successful comple-
tion of all the requirements, perhaps the largest problem 
which will confront him is the subject of costs. 
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In his evaluation of the problem in making the de-
cision to enter into the insurance agency business, the in-
dividual should have considered the overall cost of the busi-
ness. Perhaps the words 11 potentiality of' the business" would 
add to this meaning. In otherwords: Is this type of' business 
needed? Will the investment be lost or will it pay off through 
profits? All of 1these factors might clearly be sumed up by 
asking the following question. Is there an economic need for 
this new Business? If there is not an economic need for a 
nevr agency there is little probability that it will be a suc-
cess, and if so, it will be only at the expense of other agen-
cies in the same locality unless a substantial amount of busi-
ness can be drawn away from direct writers. 
Now to get away from economic cost and down to real 
physical cost which will personally affect the individual a-
gent or agency. Success of a business cannot be measured by 
volume alone. In fact volume means very little unless the 
business is making a profit. A business may be experiencing 
c 
a phenominal growth with a large volu..me of business, but if 
the costs of doing the business approach closely to the gross 
income of the business very little is left for profit, let a-
lone a nominal return on invested capital. 
The insurance agency business is one which has ex-
perienced a great increase in costs in recent years by not 
keeping up with progress as to. methods of business operation. 
Therefore, cost reducing factors must be injected into and 
used in the business if agencies are going to make a profit. 
The new agent is confronted with two large areas of 
cost, (A) initial costs and (B) operating costs. An analy-
sis of these t1:m areas will cover the subjects of this chap-
ter. 
A. Initial Costs 
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The first decision to confront the new agent is that 
of the method he will use in entering the insurance agency 
business for himself as an independent businessman. Broadly, 
there are three avenues of approach to the entrance into the 
business and a decision as to which one to use will depend 
quite heavily upon financial ability and prevailing conditions 
and circumstances at thet time of decision. The three methods 
are: (1) entering the business as a non-policy-writing agent, 
·(2) establishing a new agency, and (3) the purchasing of an 
already existing agency. These three methods will be analyzed 
in order. 
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Non-Policy-Writing Agent 
The entering into the insurance business as a non-
policy-writing agent is, generally speaking, the easiest of 
the three methods. Also, individuals who perhaps could not 
gain entrance into the agency business in any other way may 
approach it in this. manner. Local conditions and personal 
circumstances may prohibit the agent from entering into busi-
ness either through the establishment of an agency or the our-
right purchase of an already existing one. Financial inabil-
ity would be about the only prohibiting factor under such 
circumstances. However:, even with financial ability an al-
ready existing agency cannot be purchased unless there is one 
to be sold. Therefore, the choice of becoming a non-policy-
writing agent is an extremely logical one. The expense in-
volved is at the bare miniDRlm and is certainly a solution to 
the individual without financial ability or sources of fi-
nancial assistance. 
Generally, the non-policy-writing agent works out 
of the office of a general agency, or a branch, or even the 
home office of the company for which he is an agent. In some 
instances he may work out of his home, but generally he has 
an office, with a telephone and other facilities, provided 
for him somewhere. 
The status of the non-policy-writing agent is not 
confined to agents who do not maintain their own offices, but 
is often found in the case of agents who write their fire in-
surance business themselves, but place all casualty insur-
ance business with the c:ompany on a non-policy-writing basis. 
This type of procedure is predominate with a leading company 
which does ninety percent of its casualty business on a non-
policy-writing basis through its branch offices. The fire 
insurance business of this company is generally written by 
the agents, although the company o:ffices will write it for 
the agents for a :five percent commission.* 
Another leadir~ company does a substantial amount 
of its business through its branch offices on a non-policy-
writing basis. Besides paying to the non-policy-writing a-
' gents the same commissions received by the agents which write 
their owft policies and maintain their own offices, this com-
pany provides such agents with the additional facilities o:f 
office space, mail.services, telephone, and clerical services. 
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Such a system is really advantageous to the non-policy-writing 
agent in comparison to the regular agent who must maintain 
their own offices and facilities on the same commission paid 
to the non-policy-writing agent. This method of going into~ 
the insurance agency business should really appeal to the be-
ginner who does not have the capital necessary to set up his 
own ofi'ice and :facilities. 
In addition to the above, the non-policy-writing 
agent may write insuranee in addition to some other line o:f 
* 43 
business activity, preferring not to keep office records of 
insurance, thus, working out of his business establishment 
as a non-policy-writing agent. 
In such cases the remuneration of this type of a-
gent is somewhat .lower than the policy-writing agent. This 
is a reasonabl~ and logical procedure for there is a substan-
tial cost involved in the 11rri ting of policies and the keep-
ing of all the necessary office records involved. The one 
who writes the policies must be reimbursed for so doing. 
The policies involved may be written by regular a-
gencies, general agencies or as in some cases by the home of-
fice. In the case of other agencies writing the policies, 
they receive a percent of the premium for writing the policy. 
This amount is very nominal and, if any,~ is only slightly more 
than the cost involved in writing the policy and keepiD~ nec-
essary office records. As noted in an earlier chapter, some-
times insurance companies provide extra services above com-
missions as an inducement in obtaining agents. This is not 
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the common procedure in all cases but in isolated cases no 
doubt some companies provide policy-~Titing as a service to 
non-policy-~Titing agents. As was pointed out in chapter one, 
in the case of the so called "office agent 11 , the company pro-
vides full use of the office facilities to agents of this 
classification. They are agents who are geographically lo-
cated near the home office and use it as their business office. 
To this degree, the agents of this classification would also 
be called non-policy-~Titing agents. 
Establishing a New Agency 
In one sense, every new agent when entering the bus-
iness establishes a new agency, but the type of' new agency re-
ferred to under this heading is the physical agency. To clar-
ify, it is the establishment of' an office equipped with the 
proper facilities to transact all business involved in the 
agency relationship between the company and the policyholder. 
Naturally, this type of business venture would in-
volve a considerable outlay of money,,therefore, the agent 
should analyze the situation carefully weighing and evaluating 
all circumstances before making a final. decision. For the ne1-v 
man entering the insurance agency busines:s 1 the non-policy-
\~iting status may prove to be very helpful and beneficial in 
testing his merits in the business. From this point of view 
the period of non-policy-writing, if used, would be a time of 
testing the individual and his likelihood of business success 
in this field. Far better would it be for the agent to find 
out his weruGaess and negative decision of the business venture 
than to lose a capital invest~ent through a business failure 
after the physical agency has been established. 
There are certain basic essentials which are needed 
in the establishment of an insurance agency office. No doubt 
agencies which have been established for several years will 
have acquired much more equipment than that which is needed 
as essential equipment. Table 4 gives an itemized list of the 
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essentials which are most generally needed when first setting 
up such an office. The data in this table is based upon a 
small insurance-agency which does approximately $65,000 pre-
mium volume annually. The agency consists of the owner and 
one full-time office girl. From the analysis of office es-
sentials it can be noted that capital outlay when establish-
ing an agency office will average around the $1,000 figure. 
It is possible to reduce this figure by a consi<Ierable amount 
if the individual shops around for a majority of used equip-
ment. However, in the be.st interests it is not always ad vis-
Table 4* 
Initial CJ"bsts of a New Agency 
Essentials 
1. Two desks 
2. One Typewriter 
3. One adding machine 
4. Two file cabinets 
5. Desk and floor lamps 
6. Office chairs 
7. Safe 
8. Miscellaneous 
Total 
Cost 
$300 
150 
150 
100 
50 
100 
50 
200 
#1,100 
able to purchase old equ:tpment. In the first place, the of-
fice of an agent should look presentable to his clients and 
not give the impression of him being a slipshod businessman. 
Secondly, in the case of office machines, used equipment is 
not always reliable and in the long run may prove to be more 
costly than new equipment. 
* 42 
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Purchasing an Agency 
The purchase of an already existing agency is 
probably used less than either of the other two methods of 
establishing the agency business;.however, because of its 
great importanc.e it should be given careful consideration 
when used. 
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The purchase on the part of one must involve the 
sale on the part of the other. Therefore,; while on this sub-
ject it might be profitable to devote some time to the subject 
of agency continuation. The life of an agency which isn't 
incorporated--· a proprietorship or partnership--is no longer 
than~ the shortes~ life involved in such a business. Therefore, 
at the end of life's road there is only the alternative of 
agency termination unless some provision has been made for 
agency continuation. 
Agency continuation can be brought about either 
by a gift or by a sale of the entire agency or the portion 
owned by an individual in the case of a partnership. In 
cases where the agency is to continue in the family, the 
gift method of agency continuation will generally work out 
quite satisfactorily. In contrast, where there is no heir 
for the agency or where the heirs may not be interested in 
the business, provisions must be made for the sale of the 
agency. 
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When an agency is to be continued by the gift method, 
* it can be accomplished by any of the following four ways. _ 
l. Passing of the agency by laws of distribution. 
This method is satisfactory when the heir of an agent is also 
the individual to whom the agent wishes his property to pass 
at death. No positive donative action has to be taken by the 
agent in this case. This method is satisfactory for more than 
one individual as long as they all are heirs. 
2. Passing of the agency by will. When an estate 
is composed of two or more elements, the heirs may argue as 
to who gets what. In this case a will settles the disagree-
ment by clearly stating the inheritance of each. 
3. Use of testamentary trust. This method is used 
when the owner of an agency interest desires it to pass to 
someone currently not able to assume legal ownership and man-
agement of the business. In this way the business is p~e-
served until the heir is legally able to take over. 
4. Gift of agency interest during lifetime. The 
owner of an agency interest may give that interest during his 
lifetime to a successor who will continue the business. This 
.method will increase the likelihood of a successful transition 
of the business manag.ement. The counsel and experience of 
the former owner will generally aid the continuation process. 
Agency continuation through sale can be achieved ei-
ther by reciprocal merger agreements or buy-and-sell agreements. 
* 11, P. 20-22 
The advantages of selling are more predominately realized 
when the agency lacks a successor. Perhaps the biggest ad-
vantage is that it eliminates the likelihood of loss to the 
agent's estate because of inability to dispose of the agency 
interest at a satisfactory price at time of death. 
Agency continuation can be achieved quite satis-
factorily through-reciprocal merger agreements between or a-
mong agents. Generally, within a given locality, there will 
be several agencies confronted with the same problem of agen-
cy continuation. Thus, agreements of this type when drawn 
up properly can be beneficial to all concerned. Valuation 
of the agencies involved are drawn up with the agreement. 
The other method which an agency can use in prepar-
ing for agency continuation by sale is a buy-and-sell agree-
ment within a given agency. 
A buy-and-sell agreement is a contract involving 
a promise on the part of at least one person to sell his 
business interest at or before his death and a promise 
on the part of at least one other person to buy that in-
terest under specified terms.* 
The heart of a buy-and-sell agreement is its_method 
of financing and the agreement is no better than the likeli-
hood of a buyer being able to pay for the interest he buys. 
The transaction can be financed in a:ny way in which the buyer 
can obtain the money to pay for it but the practical methods 
* ll, P• 25 
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are limited to :payment :from savings, borrowings, current earn-
ings and life insurance proceeds. 
Table 5 gives the methods o:f agency continuation 
and :finance of sale used by agencies involved in the survey 
made by the Indiana University Bureau of Business Research. 
Table 5* 
Methods o:f Gift or Sale o:f Ownership by Form o:f Organization 
In 57 Selected Indiana Agencies With Continuation Plans 
Buy and Sell Agreement 
Testa-
Install- mentory 
162 
Organization Provision Li:fe Ins. Lump Sum ment Gi:ft Total 
Sole Pro-
:prietorship 0 2 0 2 14 18 
Partnership 0 5 1 6 2 14 
Corporation 11 2 ~ 2 .J.. ~ Total 11 9 10 23 57 
Pluses and Minuses in Agency Purchase 
When anticipating the purchase of an agency, it is o:f 
importance· to consider all the :factors which w·ould either con-
sider all the factors which would either contribute to the 
success of the business or which would hinder business sue-
cess. 
The age of the business is a factor. A business 
only a :fevr years old is not really established ~nd has not 
had time to build up a name for itself. There:fore, generally 
speaking, the older an agency, the more credit it could receive 
* 11, P. 28 
if it has maintained its life,,vitality and ability to con-
tinue in business progress:~ 
An overall low loss ratio is very important and 
advantageous to an agency. If an agency has had a low loss 
ratio on all lines over the life of its business it is def-
initely a very important plus factor. 
Some agencies write a considerable amount of busi-
ness through sub-agents and other producers which might not 
be reliable to depend upon for business after the event of 
sale. Thus, an agency which produces the majority of its 
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ow..a business has another important factor in its favor. Close-
ly allied to this balance of acquisition methods is the bal-
ance of business among the different lines of insurance. If 
the agency writes 20 percent fire and extended coverage, 20 
percent compensation, 20 percent automobile, and 40 percent 
miscellaneous, it is in a favorable position in case of a 
bad trend in any of these lines of insurance. A balance a-
mong lines in the writing of business y-lill almost invariably 
produce a balance in the quantity and quality of business 
even in the event of adverse times in one particular line of 
the business. 
The potential buyer should be extremely careful 
in evaluating the amount of business which may be on the 
books because of religious, fraternal, political, family, 
or social connections. The majority of this type of busi-
ness can be expected to leave with a change in management. 
T_?.e community itself has a bearing upon the value 
of the agency. A one industry town would definitely be a 
minus, while a community of diversified industries add sta-
bility to the economic climate and would, thus, be a plus 
factor. 
Gross earnings would be somewhat of a factor in 
light of what already has been discussed. However, net earn-
ings are not nearly as important for an improved management 
can increase net earnings through cost reducing procedures. 
The type of companies the agency represents is very 
important. One company failure can very easily ruin the en-
tire agency. Cut rate competition should be met with the 
service giving agent, backed by companies of stability, in-
stead of companies of-little reputation with little stabili-
ty, even though the latter companies may provide insurance at 
competing rates for direct writers.* 
The Purchase Price 
The price for which an agency should be bought and 
sold has been the topic of much discussion and writing. How-
ever, there are so many personal factors of the agency in-
volved that no established rule has been developed. Conse-
quently, the selling price of agencies move freely within: 
loose limits depending upon the plus and minus factors of the 
agency, and the immediate factors around the sale of it.. It 
* 30, P. l5 
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is easily conceivable for a highly valued agency to be great-
ly undersold because the business had to be disposed of quick-
ly, without time to find the right buyer at the correct price. 
Just the opposite of this situation is also true of selling 
the overvalued agency at an excessive price. 
The traditional formula for determining the value 
of an agency is 1 to 2 1/2 times the average annual net com-
missions. Net commission is the commission of the agency af-
ter it has paid all sub-producers. However, it has long 
been questioned whether this is an accurate enough rule to 
use. It is useful and workable only if employed in connec-
tion -vri th other considerations. Net return is considered the 
net commission income, less the total expense of operating 
the agency, including such items as rent, salaries, selling 
expenses and profit, but before taxes. 
According to theN A I A_comparative agency cost 
s~~vey of 1953, the ratio of net commission income to net 
return is less than 2 to 1. This means the agent's net re-
turn on each commission dollar is less than 50 cents. The 
if-
survey showed it to be approximately 43 cents. 
Since the purchase of an agency under normal con-
ditions is a speculation, it is not unreasonable for the 
purchaser to expect the return of his capital investment 
in 2 to 2 1/2 years ~nq in any case not to exceed three 
years. Accordin~ly, a $100,000 average annual premium 
agency produces '20,000 in annual net commissions, yield-
ing a net income-of $10,000 a year. The purchase price 
* 31, P. 15 
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would oe ~20,000 to .25,000 if analysis shows that the 
agency has a basic good value. The purchase price would 
be subject to further modification because there will 
not be 100 percent renewals. U"iider ordinary circum-
stances, death, transfer of accounts, and competition 
cause an established agency to lose 10 to 15 percent of 
its renewals, possibly 25 percent. 
The old formula 1 to 2 1/2 times the average annual 
net commissions is accurate, on this analysis, only on 
the lower side, 1 1/4 times the annual net commissions, 
or 50 percent of 2 to 2 1/2 times the average annual net 
income.* 
The amount for which an agency should sell, as pro-
posed oy an agent in a small Ohio city, is amazingly close 
to the above analysis. The agency referred to is a one maru 
agency with one full time office girl. Over the last five 
years the gross premiums of the agency have varied between 
$18,000 and $20,000. After all expenses were deducted, there 
remained an amount which varied between $12,000 and $13,000 
on which the agent paid taxes. If the agent had deducted a 
reasonable amount for his own wages the net return of the a-
gency would have been somewhere under 50 percent of gross in-
come which is average for agencies as analyzed in the above 
survey. 
This agent proposed a selling price of an amount 
to the gross premium for one year. Thus, from the figures 
of the agency given above, it can be seen that if a modest 
salary for the agent was deducted from.net return, the net 
return would pay off the investment in 2 to 2 1/2 years which 
is an appropriate time according to the aoove analysis.** 
* 3~ 1 P. 15 
** 44 
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B. Operating Costs 
After an agency has been established, perhaps the 
largest problem with which it is confronted is the operating 
costs of conti:q..uing the business. As has been pointed out 
before, volume means very little if the majority of the mark-
up is being absorbed in operating expenses. During the last 
few years rising costs have put a squeeze on the agent's prof-
it position. True it is, that rising insurance rates have 
increased premium volume but such an increase has not been 
sufficient to offset increases in costs. 
Every other year the Rough Notes Company of Indian-
apolis, Indiana makes a survey or agency expenses and profits 
which are then published in booklet form. According to fig-
ures developed in this survey great changes have occurred in 
the financial organization or insurance agencies during the 
last several years. These changes include: 
Wider variances in profits betw·een individual a-
gencies. 
Tremendous growth in larger agencies, with conse-
quent reduction in the number of small agencies. 
Increases in agency operating costs, particularly 
selling costs. 
Increased efficiency of .agency personnel, making 
possible great reductions in the number of office per-
sonnel in all sizes or agencies.* 
The returned questionaires of these surveys are 
divided into categories according to premium volume in order 
* 23, p. 5 
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that the expenses of equal size agencies can be compared. 
Average percentages are then calculated on all items of in-
come, expense and profit, and then each Mvision-,is divided 
again as to more than average profit agencies, and less than 
average profit agencies. 
From the results so obtained, it is possible to 
study the agencies in each premium division, with emphasis 
on the agencies on the less profitable side, and to determine 
what causes two agencies with equal premium volumes, "~iThen 
writing approximately the same number of policies annually, 
to end up a years business activity with a considerable dif-
ference in net profits. For example, the survey figures for 
1953 showed that the below average agencies in the $75,000 
division.retained 44.4 percent of income as net profit (in-
cluding salaries to members of the firm) l'fhile the above av-
erage agencies of the same volume division retained 63.4 per-
* cent of income as net profit. Thus, it is evident that costs 
which are the results of management decisions hold the deter-
mining factor in the profit position of agencies. The dif-
ference in profit is usually divided quite evenly between the 
two major items of office eA~ense and selling e~~ense. 
In almost all classifications the item of office 
payroll is the largest single item of office expense. Office 
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payroll increases more than proportionately as the agency grows. 
* 23, P. ll 
In the case of the smaller agency classifications, office 
payroll is from l/7th to l/8th of agency income, compared 
with an increase up to l/4th in the large agency classifi-
cation. While the average clerical salary has increased 
greatly during the past several years, the average number of 
office employees has declined due to increased efficiency. 
There appears to be a close relationship between the number 
of policies written and the number of clerical workers re-
quired in recent years; therefore, it is undoubtedly linked 
to a certain degree to the larger average premium written. 
However, it cannot be attributed entirely to that. Some cred-
it, and in particular individual cases a considerable amount 
of credit is attributable to the development and use of more 
efficient office record keeping systems which many agencies 
have adopted. Some of these new office procedures have been 
motivated into use by the necessity of discovering and using 
more efficient office methods in order that the agency can 
maintain its profit position. Such was the case with Ellis 
E. Roberts, an agent in Springfield, Ohio, who developed his 
own method of office automation in cooperatiorr.with the Na-
tional Cash Register Co. In his case the inefficient.pro-
cedures of the office held profits down even,. though volume 
was increasing rapidly. Similar efficiency methods have been 
developed by companies such as the modern procedure developed 
by the Rough Notes Company of Indianapolis, Indiana. The fol-
lowing chapter is devoted to efficient office procedures. 
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Sales expenses are divided into the three classifica-
tions of advertising, auto maintenance, and salaries and com-
missions to solicitors and brokers affords some of the best 
comparisons between· the operating methods of the more than 
average profitable agencies, and those of less than average 
profit. Ever since the survey was started, sales expense 
for the more than average profitable agencies has been rather 
steady at about 10 percent of net income. However, in the 
case of less than profitable agencies, which is composed quite 
heavily with· smaller, newly formed agencies, the situation is 
quite different. As might be expected, these agencies incur 
a much higher sales expense their first few years of business. 
The less profitable agencies for the smaller classification 
showed ~8.9 percent sales expense in 1953. 
In the case of advertising, auto maintenance, and 
salaries, smaller agencies spend a larger percentage than the 
larger agencies. 
Table 6* 
Operating Costs of an Agency 
l. Rent (including heat) 
2. Telephone {includi:og messenger service) 
3. Wages of office girl 
4. Electric 
5. Office Supplies 
6. Advertising (including donations) 
Total 
$50 
50 
200 
10 
25 
10 
:jp345 Per Month 
Table 6 itemizes the operating costs of an agency 
in Philadelphia, Penna. From it an individual can gather a 
* 42 
general idea of the expense involved in the operation of a 
small insurance agency. The agency referred to is located 
in a residential area which accounts for the favorable amount 
• 
of rent which it is required to pay. This agent is of the 
opinion that his location is more advantageous than in a busi-
ness area for it eliminates tt transit business" which is usu-
ally undesirable potential clients who cannot obtain insur-
ance coverage elsewhere. Such undesirable business is unprof-
itable to the company and hinders the agency through higher 
loss ratios with its companies. Also, of particular notice, 
is the fact that this agency has greatly reduced its expendi-
ture on advertising, compared to when it first started in 
business. In this case, experience proved that word-of-mouth 
advertising by a satisfied customer was more profitable and 
less expensive than all other methods of advertising. 
From the present chapter, the importance of costs 
in the agency business can readily be realized. Management's 
role is evidenced by the fact that two agencies under iden-
tical conditions may vary considerably in profit positions. 
Of course, volume is a factor but total costs applied to to-
tal income give the true picture and profit position of the 
insurance agency. 
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dHAPTER BEVEN:. 
KEEPING PROPER OFFICE RECORDS 
Customers may well judge, and rightfully so, an 
agent 1 s business by the manner in which he keeps his records. 
True, the average client does not have the opportunity to see 
the agentts system of recording, but a good or bad system 
will make itself known through-the necessary accounting and 
correspondence directly 1-vith clients and companies. 
The intangible nature of the insurance industry 
makes it essential that proper and accurate records of all 
transactions be kept in a concise, up to date manner. In the 
businesses of tangible commodities the event of sale is usual-
ly accompanied by a physical transfer of the goods involved. 
However, in the transaction of a sale in insurance the issu-
ance of a policy, which is ess.entially a clerical matter, is 
the only physical transfer. The obligations of companies to 
clients and clients to companies are usually only evidenced 
by accountiD~ entries initiated by the agent. Therefore, be-
cause the entire insurance transaction depends so heavily 
upon bookkeeping entries, it is essential that the agent 
keep accurate records. 
There are many steps involved in the accounting 
transactions of any insurance agency office. Old accounting 
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methods have proven to be very time consuming and cumbersome 
in nature. Quite recently modern methods of agency accounting 
have been tried, and have been quite successful,, in combining 
and reducing the steps involved in agency accounting to the 
bare minimunr 
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rn the complete transaction- of the insurance agency 
business, there are fifteen definite accounting steps which 
must be taken. These fifteen steps may be 'taken one at a time, 
which is obv.aously the slow and expensive procedure, or they 
may be taken three, four or five steps at a time and accom-
plish exactly identical results 1vhile cutting the required 
clerical time drastically. 
The fifteen steps in an insurance transaction come 
under the three general headings of (A) Customer's Records, 
(B) c-ompany Accounts, and (C"') Agency Records. The fifteen 
* steps under their appropriate headings are as follows. 
A. Customer 1 s Records 
The first five steps have to do with the proper 
handling of the customer's account. 
l. Type an invoice for the premium. 
There are still many agencies today who do not use 
invoices, for the amount of premium is on the policy and they 
feel that a bill or invoice might insult their clients. These 
* 10, P. 9-10 
~ 
agents are generally the ones which have poor collections as 
a result. 
An invoice is essential. to the modern day agency 
business and it should be delivered with the policy whether 
delivery is personal or by mail. 
2. Charge the premium to the customer in accounts 
receivable ledger. When premium is collected, post' to custom-
er's account. 
The accounts receivable ledger is very important 
for it is the record of all money which is owed to the agency. 
Prompt collection of premiums depends solely upon a firm col-
lection policy. Until account is paid, follow-up collection 
statements should be made and sent out at least monthly. 
3. Enter the item in the customer's line record. 
The line record is an alphabetical listing of all 
of the agent 1 s customers and the coverages of each. 
4. Enter the item in the expiration record. 
The expiration file is the life of the agency. 
Without an expiration record the agency has no excuse for 
existence, and the agent has no excuse for his commission on 
renewal business. It is the agent 1 s responsibility to his 
clients to keep them informed as to renewal dates and keep 
their coverage in force. 
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After Step 4 there are three side operations necessary 
if the policy is sold by a solicitor or broker. They are: 
Charge the net to the broker's account, make a 
monthly statement to the broker, make a record of 
brokerage sales and commissions.* 
5. File the agency copy of the daily report. 
Ohe copy of the policy is sent to the company. The 
other is the agency's copy and is kept as a record of what 
the policy contains,.and what forms and endorsements, if any, 
are attached. The two methods of filing which are in common 
use are alphabetically by the customer's name, or chronolog-
ically according to the expiration date. 
The agent's copy of the daily report is used for 
reference during the term of the policy, and for renewal 
information upon expiration. 
B. Company Accounts 
The next three steps have to do with the proper 
handling of the agent's accounts with his companies. 
6. ~Dter the item in the policy register. 
This record is most commonly known as the policy 
register, but it may be called the sales journal, company 
register, or the policy book. From it the agent obtains the 
information necessary to make up his company accounts current 
(Step 7) at the end of each month. 
The policy register is a complete and permanent 
record of every policy issued through the agency. It shows 
* 10'' p. 9 
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what happens to each blank policy :furnished to the agent by 
the compafy. It is the agent's cOmplete record of sales and 
o:f commissions earned. It gives him the essential information 
in the molt convenient :form possible, :for agency bookkeeping 
and acco _j ting. 
7. Enter in the proper company account current. 
Accounts ctwrent are usually sent to the agency by 
the variors companies represented, each month. However, estab-
lished agents have :found that it is :far better :for them to sub-
mit their account current to the company, and to base their 
monthly :f1gures on their totals, rather than on those :fur-
nished bylthe company. Companies vary as to closing dates 
each mont , and unless the agent is :familiar with these dates 
it becomeb a di:f:ficult task to reconcile balances. 
l8. Totals to company accounts payable ledger at end o:f mo th. 
A:fter all entries have been made to the various 
companies' accounts ct~rent, and commissions and nets :figured, 
individu 
lance due the companies are ordinarily posted to 
company ledger sheets. These are the agent's con-
trol acco ts on his accounts payable. The accounts current 
bsidiary accounts. 
This is not ordinarily required every time a policy 
is bille However, it is necessary to include this step 
because some way or another, each item on the account 
current,·s represented in the totals posted to company ledgers. 
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C. .Agenc Records 
Of' the first eight steps, one to four are those 
required ~or complete record keeping with the agent's customers. 
Steps sixl seven, and eight have to do with the agent's company 
accountin~. The following steps, nine through fifteen, have 
I . 
to do 1'li ti the actual accounting and statistical work required 
in an agency, and are classified as follows. 
9. Make a record of all sales and commissions. 
-
This is neces.s.ary not only as a record of what 
progress he agency is making, but in recent years it is of 
I . 
great imp0rtance because of Federal and State Income Taxes. 
Sales and commissions, expenses, profit and loss, constitutes 
the agentjs record, and provides the only basis for month to 
month, anh year to year comparison of how the agency is de-
veloping lnd progressing. 
10. Make a record of other earnings. 
Many insurance agencies provide services other than 
the sale of insurance. Thus, other earnings, include real 
estate an~ rental fees, notary public fees, and any other 
items of lncome other than that from the sale of insurance. 
Here also, for comparison and for tax purposes, it is impera-
tive that other income be recorded accurately. 
11. Iviake a re.cord of all cash received. 
Most agencies do this as a matter of course and 
the procerure for recording cash received is determined by 
the numbe~ of transactions involved. Such a record provides 
a.means for verifying or reconciling bank accounts, and for 
checking lccounts receivables. 
12: Make a record of all cash paid out. 
The flow of money out of the agency is just as 
important as the inward flow. Careful, itemized records 
must be m intained in addition to the usual check register 
I in order to keep a close watch on all expenditures. 
13. Make a record o:f all expenses.· 
From a tax standpoint this is vital, as the agency 
may be called upon to prove its deductions claimed as expense 
of doing rusiness. Payroll records including Withholding, 
Social Security, and any state tax deductions must be complete 
and valid. Other expenses should be itemized fully, and paid 
invoices, canceled checks, or some other method of verifica-
tion kept on file. 
14. Determine agency profit and/or loss. 
This is the final figure which has the true meaning, 
and depends on all previous figures and accounts of the just 
complete accounting period. The ammLnt of money an agency 
makes is not the dollars of commission earned, but the accu-
rate fig~~e which is the end product of a carefully kept set 
of books. 
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15. Knovr agency's assets, liabilities, and net vmrth. 
This is the summarization of the agent 1 s efforts as 
an insurance agency, and is the only true evaluation of his 
progress The financial statement is an orderly presentation 
in standaJd form of what the agency owns, what it owes, 
and 1vhat 1 t is worth at the present time. 
These are the fifteen steps necessary for satis-
factory i1surance agency record keeping. 
Obviously, the fifteen steps can be taken one at 
a time. ft~d, sadly enough, this is exactly what many 
agendies are still doi11g, and these are the agencies 
ical 
have 
into 
I . 
whose figures make up the percentage of the less than 
aver4ge profit agencies. By combinations here and there, 
othe~ agencies cut the number down to twelve steps, to 
ten,.lto six, and in a few carefree cases, one. These 
are the nonchalant individuals who insist the daily 
I repo~t c~n be made to serve all requirements, and get 
away.lw;L th it until poor collections, their..,_fieldmen, 
or tlie tax collector catches up with th~m.A 
Over the past few years there have been technolog-
adva~ces by the score. Streamlining and simplification 
become realized in industry and even have spread over 
I 
the field of office procedure. Such new office proced-
ures have been welcomed with open arms for most current office 
procedures were cumbersome, time consuming and extremely vul-
1 . 
nerable to error. 
New efficient office methods have been extremely 
helpful to insurance agency offices and have turned the tide 
I 
on struggling agencies so they are now profitable, mainly 
I 
through office efficiency and the reliability of records 
I ** brought about by automation. 
* 10, P. Jl . ' 
** 29, P. 89-90 
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A. Customer's Records· 
The first four steps of agency accounting have to 
do with the billing of the policy, the collecting of the pre-
mium, and the recording of the expiration date and the line 
::::::~, t:.w:::8:•f:::·:::::d~::m the first part of this 
l. Type the invoice for the premium. 
2. Charge the premium to the customer in the ac-
counts re eivable ledger, collect the premium, and post to 
customer's account. 
3. Enter the item in the line record. 
4. Enter the item in the expiration record. 
These four steps can be reduced to just one step 
by the s ple medium of carbon paper or similar duplicating 
material. This is possible for the first four divisions of 
the agency records require almost identical information. 
The basic records of invoice, ledger, line and ex-
piration may be obtained by using just three specially de-
signed forms. By inserting carbon paper and typing all three 
at once, all of this information is obtained in no more time 
than it nequires to type the invoice alone. 
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The invoice goes directly to the customer with the 
policy. In this manner the customer is billed promptly, which 
_is a ver~~ important point from the standpoint of prompt col-
. lections. 
The ledger~line record copy goes first to the 
office girl as a memo for entries in the account current 
register, and broker's or solicitor's account if necessary. 
It is rec0mmended that this form be used for th.is purpose, 
rather thln the daily report, because this form is easier to 
handle, ald it, thus, permits immediate filing of the daily 
report. 
The ledger-line sheet is then filed in the accounts 
receivable binder where it remains until the account is paid. 
When paidl the entry is posted on the cash book and the sheet 
I 
is removed from the binder and filed in the line file. 
The third copy is filed directly into the expira-
tion file·according to the year and month of expiration. 
This provides an accurate and efficient method for keeping 
expiratiols in order that policyholders can be notified 
properly. 
This one operation method of keeping office records 
comp~etes all four steps. After typing the package form, all 
that is left for the office to.do is a little filing. 
Along with this procedure it is advisable to prepare 
one or tw~ statemen:t;s. If the client does not pay his account 
\'li thin a ~easonable time, statements should be sent out at 
reasonable intervals. Such statements usually contain such 
I 
words as 1130 Day Noticeu, 11 F:inal Notice11 , or any other appro-
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priate wo1ding for the clientele of the agency involved. 
The common method of handling statements is to file 
them toge,her, and then usually in the early part of the month 
they are jorted alphabetically, and checked against the 
accounts receivable ledger. Here again, the type of accounts 
receivable ledger used under this system proves its value. 
I Bince only unpaid accounts remain in the ledger, it is a sim-
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I ple matter to check the statements against the unpaid accounts·. 
. I 
If there is no sheet in the ledger for the statement copy it 
I 
may safely be assumed that the account is paid, and the state-
ment copy destroyed. The sheets still in the ledger are, of 
course, unpaid, and the statement is mailed accordingly. How-
ever, carb must be taken to note any partial payments made 
during thb month, which would be posted on to the ledger sheet. 
Such part~al payments must be shown on the statement before it 
is mailed. 
In order to provide proper distinction between the 
different forms, it is the usual procedure to have each form 
t color besides naming them appropriately. By having 
colors stand for the different forms, it speeds office pro-
cedures d prevents mistakes.* 
B. Company Records 
The second step in modern, efficient agency account-
ing combi es the three steps involved in the keeping of com-
pany reco ds. These three steps are: 
l. Enter the item in the policy register. 
2. Enter in the proper company account current. 
* 10, P. 13-16 
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3. Po.st totals to company accou..nts payable ledger. 
Fundamentally, the account current register is the 
most impo tant record in an agency. It is the monthly account 
I 
current with each company represented. It is a complete and 
permanent record of every policy issued through the agency, 
also show~~ what happens to each blank policy furnished the 
I 
agency. It is the complete record of sales and commission 
earnings. It gives the essential information in the most con-
venient ffrm possible for the bookkeeping and accounting of 
the agency. Lastly,·it is the company accounts payable ledg-
er. 
All of these records and information may be put in-
to the agency's record with just one entry, which is made when 
the polio~ is written. The plan is quite simple. The forms 
I -
used are in duplicate with the original copy serving as the 
company ahcount current. One duplicate register sheet is 
I . 
made out for each insUl~ance company represented in each cur-
l 
rent month's business. 
Policy cancellations and endorsements requiring ad-
ditional or return premiums are entered by making entries just 
I . 
as in makitng up regular monthly accounts current. 
columns 
umn are 
monthly 
At the end of the month, gross and return premium 
are added, and commissions under each percentage col-
cllculated. All totals are then entered into the 
sLary, and the net bal'ance due the company is fig-
ured. Wnrn ready,~ the account current is separated from the 
register copy and mailed to the company.* 
c·. Agency Records 
By referring back to the beginning of this chapter 
it can be noticed that the first eight steps, having to do 
with custfmer and company records have been fully taken care 
of. The remaining seven steps, .. having to do with agency re-
cords, arb the ones most neglected by agencies. 
Many agencies use the most up to date and efficient 
multiple filling system; their company accounts are handled 
speedily and accurately; however, other than keeping a close 
record of cash received and paid out, their accounting is the 
bare essentials. Only a very lovr percentage make up monthly 
statementls of income and expense, and assets and liabilities. 
Adequate ~d accurate records are essentials to a successfUl 
accounting system. 
~-In small agencies it is almost an impossibility to 
obtain office employees who know all office proced~~es thor-
oughly. ~e hindering factor is that small agencies do not 
require e ough help to hire a specialist for each di Vi·sion 
of office procedu~e. Thus, the easiest way for an agency to 
solve its accountiP~ problems is to engage the services of 
a local alccounting firm, or individual, who will set up the 
kind o1' b~oks they think the agency should have. Monthly or 
* 10, P. [9-23, and 43-48 
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quarterly audit and correction is not a bad idea, and for 
some agencies it is the only solution. 
The charges of accounting firms may be too high 
for many agencies; therefore, bank employees generally can 
be very beneficial to an agency in helpiP..g in monthly reports. 
Daily posting can.usually be done by the office staff of the 
agency. 
Several especially designed accounting systems 
have been developed for insurance agency use, and with a 
little perserverance and logical thinking, most any good in-
surance girl can master the techniques and use one of them in 
a short time. Complete instructions, including sample entries 
of all kinds are furnished with such system in order to facil-
itate learning. 
At any rate, all accounting systems are basicly 
the same. Every transaction made by the agency must be enter-
ed into a book of or.iginal entry, creating two entries -a 
debit and a credit--which must be exactly equal in amount.* 
Books-of original entry will include: 
1) Cash Book or Journal (which may be divided into 
Cash Received and Cash Disbursed). 
2) General Journal for all transactions not involving 
cash or sales. 
3) Sales Journal, which in an agency is the Oompany 
Account Current.*'"* 
From these records are obtained the information 
necessary in the formation of the income and expense state-
* 10, P. 69-75 
** 10, P. 72-73 
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m:ent, and the balance sheets. From these two monthly state-
ments the agency can tell what he has.accomplished during 
the last accounting period and exactly where he stands at 
the present time in the way of assets and liabilities which 
determine net worth. 
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CHAPTER EIGHT' 
EDUO".AT~ON 
This country is probably more aware of education 
today than ever before in its history. There are many fac-
tors contributing to his healthy condition. There is no 
doubt but what a major factor has been the legislation of 
the G.I. Bill of Rights an<?- its successor, the Korean Bill 
of Rights. The postwar shortage of classroom space and qual-
ified teachers in our elementary and secondary schools is al-
so an important element that has helped to focus public atten-
tion on educational problems. 
Formal educational institutions are not the only 
ones affected by this increased awarenes.s of the need and de-
sire for learning. Industry, for many years, has seen the 
beneficial results brought about by a well planned program 
for employee education and training. These industry train-
ing programs have grown more and more important until they 
are now recognized by top management as a necessary and re-
warding part of overall planPing. 
The insurance industry stands high among the lead-
ers in this field of employee education. The insurance in-
dustry is a business which is complex and complicated by nat-
ure. Therefore, in order for the employees, and particularly 
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agents or other sales representatives, to serve the public 
in the best possible manner, it is necessary for them to be 
trained in their specific fields. Insurance companies rec-
ognized the need for such training and were, thus, quick in 
establishing employee educational units and in backing insur-
ance education in general. Many large companies have estab-
lished their own company schools in which they train their 
own agents. In this manner agents receive specific training 
in the fields in which they will be working. The companies 
feel, and rightfully so, that such specific training about 
company policies and coverages is more beneficial, and less 
time consuming, to their agents and the general public, than 
a general background of the whole insurance industry. 
It is not enough for an insurance company to ap-
point an agent who has only a superficial knowledge of the 
insurance business. -~ agent should be the result of long, 
constant and continuous training and education. In fact, in 
most states he must qualify as a professional insurance ex-
pert, with all the knowledge and qualifications that are im-
plied. This does not mean just knowledge of fire insurance 
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or liability insurance alone. He should have a thorough know-
ledge of all forms of insL~ance of which his clients have 
* need. 
The New York insurance law recognizes the need and 
importance of both formal and practical education in the 
* 25:, P. 25 
preparation of men as agents. Under this law, prospective 
agents have the choice of either, (a)\taking ninety hours of 
insurance courses from recognized colleges or universities, 
or (b) working for an insurance company, agent, or broker 
for at least one year within the three years just preceeding 
application for examination. Either (a) or (b) must be com-
plied with before the prospective agent is permitted to take 
the written examination which must be satisfactorily passed 
before obtaining a license. 
A. Formal Education 
Around the time of the Civil War a business course 
at college was pratically unknown. However, since that time 
such subjects as accou~ting, banking, commerce, finance, and 
salesmanship gradually asserted their influence into universi-
ty life and by the turn of the century were recognized as 
important branches of study in most colleges. 
Insurance at the College Level 
Insurance as .a college and university subject 
made its entrruLce at a somewhat later time. Credit for the 
first university course in this country is given to Dr. S. S. 
Huebner, who persuaded a leading university to pioneer in 
.... this field soon after the. turn of the century." At first 
the acceptance of insurance education was slow, but since 
* 34, P. 134 
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that time it has had a phenomenal growth. Insurance education 
is now a part of the curriculum of most leading colleges and 
universities throughout the country. 
Insurance education in college can be-broken down 
into two main categories: (1) general education, and (2) 
professional training. The first category, of general educa-
tion, includes the basic insurance course or courses and is 
fundamental training for the professional as well as basic 
knowledge for the general college student. The basic course 
includes such knowledge as the average individual and business-
man should know for their m.;rn personal and business use and 
needs. Insurance, because of its intangible nature, needs to 
be taught and explained to the general public and businessmen 
so they will accept its principles and thus benefit themselves. 
The second category, professional training, contains 
the bulk of insurance education. This area of training is 
interested in preparing men as specialists for the insurance 
industry. Individuals may specialize in college insurance 
education in such broad areas as life insurance, property 
insL~ance, or casualty insurance. Further specialization such 
as trainiP~ as a special agent, underwriter, or actuary is 
usually postponed for the practical aspect of insurance edu-
cation, under the auspices of an insurance company, which is 
generally the individual 1 s employer or potential employer. 
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Insurance Societies 
Many of the large cities in this country have in-
surance societies, sometimes called library associations. Ih 
addition to maintaining libraries, they conduct classes in 
insurance. The largest of these associations maintains an 
insurance library covering all forms of insurance and consists-
of approximately 50,000 items. This association also main-
tains a school covering all branches of the insurance busi-
ness and conducts courses in many advanced specialized and 
* technical subjects. 
The National Association of Insurance Agents pro-
posed and org~nized a national board of insurance education 
and established a college of property and liability insurance. 
It was to prepare and qualify individuals adequately and prop-
erly, to represent the production: subdivision o:f the insurance 
business. 
It was contemplated that the purposes of such a 
board, and such an institution, among other things,.would 
be: I 
1. To develop and promote a comprehensive national 
educational program, including the establishment o:f edu-
cational standards that would place within reach of every 
agent anopportunity :for self development. 
2. To serve as a source :for inspiration, promotion, 
directionand advice :for the entire educational work of 
the National Association of Insurance Agents in the in-
terest of better insurance service. 
3. To promote the establishment of uniform insur-
ance courses in universities and colleges throughout the 
country. 
* 34, P. 134 
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4. Tb encourage universities and colleges to cooper-
ate fully in a unified plan of extension courses and short 
course schools. 
5. To prepare and promote, if found advisable, cor-
respondence courses. 
6. To develop and promote closer relations between 
local boards and credit associations, and other trade 
groups. 
1. To encourage rural agents' forms. 
8. Tou?se every effort to promote better relations 
with the public.~· 
At present the National Association of Insurance 
Agent~ offers a program of study designed to meet the average 
needs of local agents throughout the country. The complete 
course consists of 100 hours of olassroom study which is broken 
down into small units, one for each branch of the insurance 
business. 
Advanced Courses 
There are four national educational groups in the 
different insurance fields. 1~le these organizations do not 
offer any courses or classroom instruction, they do design 
courses ~nd prepare outlines. Moreover, they conduct annual 
or periodic examinations and offer certain designations to 
those who satisfactorily pass the examinations and meet other 
requirements. These organizations are: 
1. Tlie American College of L:\.fe Underwriters, 
Philadelphia, Pa., which sets the standard for life in-
surance agents. When all requirements have been met, the 
designation of Chartered Life Under~ITiter is awarded and 
the recipient may use the letters 0 L U after his name. 
* 1, P. 238-239 
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2. The American Institute of Property & Liability 
Insurance, Incorporated, Philadelphia, Pa., which offers 
the designation Chartered Property and Casualty Under-
writer and permits its holders to use the letters 0 PC U 
after their names, after passing certain comprehensive 
examinations. 
3. The Insurance Institute of America, Inc., New 
York, N. Y., designs correspondence courses in certain 
subjects and offers associate membership in the organ-
ization to those who complete examinations in any branch. 
In addition, persons who write a thesis acceptable to the 
institute, become fellows of the institute. 
4. The Life Office Management Association, New York, 
N. Y., which prepares courses that are designed exclusive-
ly for salaried employees of life insurance companies. 
The instruction, however, is similar in many ways to that 
offered by the three organizations listed above.* 
B. Practical Education 
For a:long period of time in the history of insur-
ance so-called practical education was the only method for 
men in the industry to gain knowledge of the business. In 
fact, in the early years of the agency system there was little 
pressing need for elaborate education on the part of the a-
gent. The agent of that day was far from the agent as we 
know him today. A more nearly correct term for the man of 
that era would be solicitor for that is about the only func-
tion early agents performed. Companies in that era did all 
the underwriting, rate making, policy writing, et cetera. 
Ther-ef'ore, what limited knowledge which was needed by the a-
gents was easily provided by the home office. 
However, as the business of insurance developed and 
the agents took over more responsible duties, ther:e developed 
* 34, P. 134-135 
the need of agency education. Many methods were used such ~s 
insurance company bulletins, insurance periodicals, and the 
use of the personal contact of the special agent. Perhaps 
the most successrul method of agency education has been the 
establishment and use of company schools. 
Specific Training 
Generally knowledge and policies of the insurance 
industry is all well and good, but if an agent's education 
goes no further, he is of little value to his companies in 
obtaining a maximum amount of business or to his clients in 
knowing and recommending the best combination of coverage 
suited to their individual needs. The agent needs to know 
specifically what it is that he is selling. Most salesmen~ 
at least prominent salesmen, of tangible merchandise know 
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their product. They point out the features of their product 
which the potential buyer can readily see with his eye. There-
fore, how much more it should behoove an insurance agent, a 
salesman of an intangible commodity, to know his product and 
to know it well. Much of the buying of tangible products is 
impulse buying, where the buyer is not aware of a need or de-
sire for the product until he sees the merchandise which 
speaks for itself. Such is the case with insurance buying 
except insurance (except for remote cases) cannot speak for 
itself. The buyer must be made aware of his insurance need 
before he is willing to make an outlay of a ·substantial amount 
of money to purchase this intangible commodity. 
As a professor of insurance once said, compared 
with banking the concept of insurance is rather complicated. 
Even primitive minds understand the principles of banking~ 
where they can deposit and withdraw their mediums of exchange, 
yet it takes an advanced society (many P~ericans excluded) to 
understand the principles of insurance where each member con-
tributes to the pool out of which those who suffer loss are 
reimbursed. The contributor, unless he suffers a loss, does 
no get a return of the contribution. What he gets is protec-
tion for the specified period covering the specified risk~ 
Thus, it is important not only to sell insurance but to edu-
cate the public as to the principles of insurance. 
Company Schools 
While it may be argued that company schools are 
a form of formal education, it cannot be denied that they are 
an important type of practical education. Generally speaking, 
company schools give a short, but clear and comprehensive 
knowledge of the lines of insurance which the agent is sell-
ing. In this way the agent is able to obtain a thorough 
knowledge of the types of coverage which his company is sell-
ing and in this way the agent is better prepared to serve his 
clients and the general insuring public. 
In order to get a clear picture of the activities 
and functions of an insurance company school for agents it 
will be worthwhile to take a closer look at one that is cur-
• 
rently a fine example of agency education. 
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School for Agents - Insurance Company of North America 
Since 1947 over 1,000 agents have attended the agen-
cy school at the Insurance Company of North America vrhich has 
its home office in Philadelphia, Pennsylvania. This company 
school offers three separate, equally spaced, eight vreek 
courses throughout each calendar year. 
The requirements for attending North America's 
school for agents are as follows: 
1. .ltpplicant must be an Agent, (or an associate or 
employee of an Agen.t) ·' of one of the North America Com-
panies. 
2. Application for admission to the School must 
first be sent to the Service Office Manager in your 
territory for approval. 
3. Applicants must have a High School education 
or its equivalent. 
4. Only men over 18 and women over 21 are accepted 
for admission. 
5. Applicant must complete a seven lesson home 
study correspondence course prior to entrance. 
6. Acceptance is based upon a geographical quota, 
because North America desires to serve, equally, Agents 
f'rom all parts of the United States and Canada. Ho1-r- . , 
ever, your preference date for sta..rting .. any course will 
be accommodated, so far as is possible.~ 
The entire third floor of the North America build-
ing is devoted to the educational department. Much of this 
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room is devoted to classroom space where classes are conducted 
for employees other than those of the agency classification. 
The company lays great e~phasis upon education and training 
in order that all employees may be properly equipped and 
* 22, P. 9 
prepared in order to perform their functions with top effi-
ciency in serving the insuring publ:Lc. Each student is pro-
vided with a full size office desk in order to give ample 
room when examining policies and other insurance data. All 
necessary supplies are freely furnished by the company. 
All the instructors in the school are former college 
professors or high school teachers and are picked because of 
their knowledge of the subject and their ability and love .of 
the teaching profession. From these instructors the insur-
ance agent students are able to learn about the latest devel-
opments in the business. Also, if there are any fine points 
of information desired, or areas of doubt to be clarified, 
tne instructors and home office officials are right there to 
supply an immediate and authoratative answer. 
Down the hall from the classrooms is the Company 
Library which contains over 10,000 volumes on different phases 
of the insurance business. The library is staffed with a pro-
fessional librarian and an assistant who are both able and 
eager to supply information and assistance whenever it may 
be needed. 
The company school instructs their agents in all 
lines of property and casualty insurance education whether 
or not the North America Companies write them and regardless 
of whether they like to ~ITite them. First it covers fire in-
surance, then both ocean and inland marine, casualty, bonding, 
automob:\le and _aviation. The last week of the school is de-
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voted to summing up in survey and analysis all that has been 
covered in the previous seven weeks. Complete programing of 
sample risks for both personal and comni'erciai risks gives the 
students an opportunity to demonstrate their ability to apply 
what they have learned. 
Over and over again, the school emphasizes that a-
gents should become professional diagnosticians of their 
clientsl needs. By doing this, agents can serve their clients 
in the best possible manner and at the same time maximize 
their business for.the amount of effort put forth. 
All along the line, interesting visual aids are 
used to enlighten the proceedings and help students over the 
rough spots. There are also movies, flannel board presenta-
tions, charts, and colorful sample materials·. Selling tech-
niques are not stressed, but sales hints and methods are giv-
en along with the other material. All in all, it is an a-
mazingly complete program for the insurance agent, and eight 
weeks jampacked with ideas and eye openers to insurance sales 
opportunities. 
·On the final day of the school, those who satisfac-
torily complete the eight week course are presented with cer-
tificates of graduation. Upon issuance of the certificates 
Mr. Richard G. Osgood, Vice President in charge of the Busi-
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ness Development Department, point·s out that the graduates have 
••• joined a select fraternity of insurance agents, 
who by special education would enhance the professional 
status of insurance men, and be effectively equipped to 
defend the American Agency System against the inroads 
of the direct writing companies, our major competition 
now and in the future.* 
One of the many advantages gained by graduatiorr 
from the North America's School for Agents is eligibility to 
take any one of the eleven different correspondence courses 
developed by the North America Companies for their employees. 
Included in these courses are those to prepare a man for the 
C.P.C.U. examinations. The succ-essful completion of these 
examinations mark the individual as a truly professional in-
** surance man. 
From the above analysis of one insurance company 
school it can be recognized that such schools give their a-
gents a thorough practical education of the lines of insurance 
with which they will be servicing their clients. c-ertainly, 
no other methods could give agents as complete and thorough 
practical training within such a short time or at such a min-
imum of cost.# The advantage of a prae.tical insurance educa-
tion over a more general formal insurance education is the 
fact that the agent is learning about specific coverages which 
he \•Till be selling. What the agent learns in a practical ~tray 
can be applied directly to his work with immediate and last-
ing favorable results. The time and effort spent for such a 
* 22, p. 7 
** 22~ p. 1-9 # No tuition charge at the N:orth America School for Agents 
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practical education pays for itself many times again within 
the first few years of the agent 1 s business career. 
Future Agent--A Specialist 
Much concern is heard over the alleged decline of 
the American Agency System. Some predict that it is bound 
to fail and that the business will be taken over by direct 
writers. However, this is· not the opinion of everyone and 
certainly not the opinion of the members of the American A-
gency System. G. F. Michelbacher, president of the Great 
American Indemnity Company, has the following to say about 
the. future agent operating as a member of the American Agency 
System. 
• •• the agent of the future will be a-full~time 
specialist of the nighest professional stauding, whose 
training, knowledge, and experience will enable him to~ 
render competent, efficient, and comprehensive service 
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to his clients. His relationship to the insurance car-
rier, and the basis and extent of his remuneration may 
change, but the right sort of agent will be an even more 
vi tal factor in the bus.iness than he is today. Here, 
again, the law of the survival of the fittest will apply; 
and since the number of agents will, no·doubt, diminish 
with the imposition of higher standards, it behooves those 
who are now occupying the·agency field, as well as those 
who hope soon to enter it, to prepare themselves to meet 
the test of new conditions.* 
From the above analysis and from the present trend 
of the insurance agency business, it is evident that education 
will play an ever increasing role in the future. Agents must 
* 16, P. 623 
become specialists and true professionals~ and can gain this 
status only through proper educational :facilities.· Higher 
standards certainly will be required in the :future~ but the 
independent agent, and the American Agency System can and 
I 
will survive by providing the best possible service to the 
insuring public. 
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SUMMARY OF CONCLUSIONS 
Any modern business enterprise may be likened very 
closely unto the cooperation and interdependency of the indi-
vidual members of a team in a sporting event. As all of the 
members of the team rely on the support of each other in 
their common objective of winning the game, so must the sep-
arate departments of the business enterprise rely on each 
other if the business, as a single unit, is going to obtain 
success. 
In the case of modern insurance company, all de-
partments perform their functions, perhaps in varying degrees 
of importance, toward the success of the entire company. It 
is important that all departments perform their jobs compe-
tently, for all departments are necessary, although some may 
appear predominate, such as the production department for it 
receives most of the publicity and attention. However, it 
would be foolish to think that an insurance company could 
succeed with a production department alone, without the aid 
of such departments as underwriting, claims, et cetera. 
A person contemplating a career in the insurance 
business should view his potential job as being a member of 
a team and not as an individual as a separate unit. 
Perhaps of first importance, for the individual 
who is considering the insurance agency business as a life-
time career, is a general overall knowledge of the business. 
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After obtaining the historical facts, the basic requirements, 
and the present trend of the business, the individual should 
have a much better foundation on which to base his decision 
concerning an insurance agency career. It is intended that 
this thesis has presented such information to aid in the mak-
ing of such decisions. 
After making the initial decision of entering the 
insurance field, the prospective agency should survey the 
area in which he wished to work. If the individual is from 
a small locality and does not wish to move to a new location 
to start a business, he may find that there is no economic 
need for an additional insurance agency in his area. A busi-
ness adventure in such a locality would be difficult to start, 
and besides being almost futile for the newcomer, it would 
merely add undesirable competition for the established in-
surance agencies. For an aggressive man, however, such a lo-
cal situation should not be the determining factor for there 
are many localities in great need of competent insurance a-
gents. Agents \'Ti th ambition, ability and desire are certain 
to find a deserving and needy locality in which they can cer-
tainly succeed in the insurance agency business. 
The local insurance agent is playing a dual role 
for he represents the insurance companies on one hand and the 
insuring public on the other. Ulilike the insurance broker 
who represents only the buyers of insurance, the insurance 
agent must satisfy both his companies and his clients. If 
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the agent is persistent in placing poor business with a com-
pany just to satisfy the needs of his poor risks clients, he 
will soon find that the company no longer desires his repre-
sentation. On the other hand, he owes an obligation to his 
clients to place all of their business and must write some 
poor business if he expects his clients to give him the good 
business. This is not to say that the agent should aecept 
bad risks. Quite the contrary, he should strive to write all 
good risks, but there are some lines of insurance which some 
companies do not desire. However, if the agent is servicing 
the account of a client, he must write all of his insurance 
and not only the good risks. Likewise, a client should not 
expect an agent to write an unprofitable line of insurance 
unless the client is willing to give the agent his entire ac-
count of insurance. In this re~pect the agent should remem-
ber that he is a-member of a team, the insurance company, and 
that the insurance company is relying upon him for the pro-
duction of business which will be profitable; thus, making 
it possible for the insurance company to succeed. 
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When the insurance business in t4is country was de-
veloping, t~ere was little or no regulation. The result has 
been many abuses and mismanagement of affairs to give the in-
surance a bad name in some instances. Part of this was the 
result of fraud and dishonesty on the part of unscrupulous 
individuals. HDwever, much of failure and bad name was earned 
by the fact that unqualified individual held positions of 
responsibility. Such practices resulted in the failure of 
insurance companies, and loss to policyholders. To correct 
the situation, state insurance departments were established 
and insurance codes were enacted in the separate states. The 
situation in many states is still in the transition period 
from little or no regulation to well defined insurance codes. 
Individuals interested in entering the insurance business 
should not look upon such laws and regulations as barriers 
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to the free entry into the insurance business, but rather as 
protection or preservation of the good will and prestige that 
scrupulous individuals have established over the years by 
faithfully performing their jobs in the insurance business. 
Such regulation not only protects the interests of individuals 
in the insurance business, but it protects the interest of the 
insuring public from whom the insurance companies obtain their 
business. 
Technical advances, the modern way of life, the de-
pendency of men upon employment instead of being self-support-
ing, liability laws, attitudes of juries and courts, changing 
social attitudes all combine to make insurance a necessary 
and complicated commodity. The role of ins~ance agent can_ 
no longer be filled by a part-time order taker. In contrast, 
the modern insurance agent must be a specialist in order to 
advise and plan with his insurance clients. Just as the med-
ical doctor is thoroughly trained and proficient in his duties 
and tasks in dealing with our physical needs, so should the 
insurance agent be trained and proficient in dealing with the 
social needs of an individual which can be remedied by the 
correct application of insurance coverage. Indeed, the lo-
cal insurance agent should have a real desire to help people; 
to see that their insurance needs are met to the highest de-
gree according to their economic level. It is possible for 
for an individual to be over insured in relation to his abil-
ity to pay. It is, therefore, the responsibility of the lo-
cal insurance agent to see that his client has the essential 
insurance coverage without burdening the individual finan-
cially. If the local insurance agent can perform these tasks 
successfully, he is doing a great service to individuals, to 
society, and certainly he is fulfilling a great economic need. 
As long as local insurance agents perform their roles profi-
ciently and meet the real needs of the insuring public they 
need not worry about their security. In our free economy, 
there will be local insurance agents as long as they success-
fully meet the needs of their clients. 
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APPENDIX A* 
ADOPTED MAY 2, 1947 
GON.STITUTTO}F 
THE INSURANCE BOA._ii.D OF THE PALM BEACHES', INC. 
Article r - Name 
The name of this Association shall be The Insurance 
Board of the Palm Beaches, Inc. 
Article II - Objects 
The objects of this Board shall be to support right 
principles and oppose bad practices in insurance agency busi-
ness; to discuss at all meetings current questions of inter-
est to the members relative to insurance; to maintain a high 
standard of integrity and to promote harmony in the insurance 
business in the Palm Beaches; to adopt such rules and regula-
tions and to provide for the endorsement thereof as the best 
interest of the insurance business may seem to require; and 
for the protection- of the insuring public to cooperate l~ith 
the state, county, city and other public authori ti.es in the 
reduction of the fire waste and in accident prevention; and 
to cooperate with the .State Insurance Department in enforcing 
the insurance laws and. such rules and regulations as the In-
surance Department may promulgate. 
* 41 
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Article III - Membership 
This Board shall be composed of local agents rep-
resenting fire, casualty and/or surety insurance companies 
licensed to do business in this state, who shall subscribe 
to the objects of this organization, its rules and regula-
tions, and shall annually pay the dues fixed in the By-Laws. 
Non-member local agents may apply for membership in the Board 
by presenting their applications in writing and by the pay-
ment of initiation fee of .#50.00. The applicant will auto-
matically become a member with all rights and privileges after 
the application has been passed on favorably by at least two 
thirds majority of members present at any regular or special 
meeting. 
Any member agency who is absent for three consecu-
tive regular meetings without excuse acceptable to the Board 
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of Directors shall be suspended for non-attendance. Rein-
statement may be made by consenting vote of two-thirds major-
ity of members present at any meeting. A penalty fee of #25.00 
may be required for reinstatement unless said member can show 
good reason for non-attendance. If not reinstated within 
three months suspended member will automatically be dropped 
from membership and lose all rights and privileges in the board. 
Article IV - Officers 
The officers of this Board shall be a president, 
vice-president, secretary-treasurer and an executive committee 
of five members, three of whom shall be elected, all of whom 
shall hold office for one year or until their successors are 
chosen. The president and secretary shall automatically be 
members of the executive committee. 
Article V - Amendments 
This Constitution may be altered or amended at any 
regular or special meeting of the Board by a two-thirds vote 
of the members present, providing seven days• notice of such 
alteration or amendment has been given to each member of the 
Board. Letter mailed to members at their business address 
shall constitute proper notice. The majority of Board mem-
bers shall constitute a quorum at all meetings. 
Article VI 
The previously existing Constitution is hereby re-
pealed. 
BY-LAWS 
Article I - Duties of Officers 
It shall be the duty of the president to preside 
at all meetings of executive sessions of the Board and to per-
form such other duties as usually appertain to his office. 
In his absence the vice-president shall preside. 
The secretary-treasurer shall keep a record of the 
transactions of the Board and perform such other duties as 
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may be required of him. He shall collect the dues from the 
members and such other funds as may belong to the Board and 
shall disburse the same on the order of the Board or the ex-
ecutive committee. Bond shall be given by the secretary-
treasurer in such amount as may be designated by the Board 
of Directors. 
The executive committee shall constitute the gov-
erning body of the Board and shall have the general supervi-
sion and management of its affairs, as provided under the Con-
stitution and By-Laws and under such direction as the Board 
may give from time to time. 
Article II - Meetings 
The annual meeting of this Board shall be held on 
the first regular meeting in October of each year at which 
time the officers provided in the Constitution shall be e-
lected. 
The regular meeting shall be held at least monthly 
on a date to be fixed by the Board of Directors. 
Special meetings shall be called by the secretary 
at the request of the president or upon the request of three 
members. The majority of Board members shall constitute a 
quorum at all meetings. 
Article III - Dues 
The annual dues of the members of this Board shall 
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be $1.00 per year and other assessments as the Board of 
Directors may designate·. 
Failure to pay dues or assessments within ninety 
days after due date will automatically suspend membership. 
An agency composed of a firm or corporation shall 
constitute one member, pay one annual dues and be entitled 
to one vote at all meetings. 
Article IV - Committee 
The president shall annually appoint standing 
committees as follows whose duties shall be the ones that 
usually pertain to committees of this character. Special 
committees may be appointed by the president from time to 
time as occasion may require. 
Fire prevention 
Safety and Accident Prevention 
Legislative 
Grievance 
The president may also as the occasion may require, 
appoint membership or other special committees. 
Article V - Order of Business~ 
l. Roll o·all. 
2. Reading and approvi~~ of minutes of previous 
meeting. 
3. Report of committees. 
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4. Unfinished business. 
5. New business. 
6. Election of officers at annual meeting. 
7. Adjournment. 
Article \~ - }~endments 
These By-Laws may be altered or amended at any 
regular or special meeting of the Board by a two-thirds vote 
of the members presen~, provided one week's notice of such 
alteration or amendment has been given in writing to each 
member of this Board. 
Article VII 
The previously existing By-Laws are hereby repealed. 
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APPENDIX B* 
Titles and Addresses of dbmmissioners of Insurance in the 
States, Terri-tories, and Provinces. 
State, Territory 
or Province 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of 
Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
* 2' p. 24-27 
Title 
Superintendent of 
Insurance 
Commissioner 
Addres.cs 
Department of Insurance 
Montgomery 
Insurance Department 
Juneau 
Dlrector, Insurance Insurance Department 
Department Corporation Commission 
Phoenix 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Superintendent of 
Insurance 
Insurance 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Insurance Department 
Little Rock 
Insurance Department 
San Francisco 
Department of Insurance 
Denver 
Insurance Department 
Hartford 
Insurance Department. 
Dover 
Washington 
Insurance Department 
Tallahassee 
InsL~ance Department 
Atlanta 
Insurance Department 
Honolulu, T.H~ 
Insurance Department 
Boise 
-
State~ Territory 
or Province 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
]ifissouri 
Montana 
Nebraska 
Nevada 
Title 
Director 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Secretary of State 
and Insurance 
Cbmmissioner 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Superintendent 
Commissioner 
Director of 
Insurance 
Insurance 
Commissioner 
Address 
InBurance Department 
Springfield 
Insurance Department 
Indianapolis 
Insurance Department 
Des Moines 
Insurance Department 
Topeka 
Insurance Department 
Fl'"'an_ld'ort 
Insurance Department 
Baton Rouge 
Insurance Department 
Augusta 
Insurance Department 
Baltimore 
Insurance Department 
Boston 
Tnsuranc e Department 
Lansing 
Insurance Department 
S<t. Paul 
Insurance Department 
Jackson 
Insurance Department 
Jefferson City 
Insurance Department 
Helena 
Insurance Department 
Lincoln 
Insurance Department 
C~arson City 
2l4 
State, Territory 
or Province 
New Hampshire 
Ne1'1' Jersey 
New lv1exi co 
New York 
North C'arolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Puerto Rico 
Rhode Island 
South Carolina 
South: Dakota 
Tennessee 
Texas 
Title 
Commissioner 
Commissioner of' 
Banking and 
Insurance 
Superintendent of 
Insurance 
Superintendent 
Commissioner 
Commissioner 
Superintendent 
Commissioner 
Commissioner 
Commissioner 
Superintendent 
Commissioner 
Commissioner 
Commissioner 
Commissioner of 
Insurance and 
Banking 
Casualty Insurance 
Commissioner 
Fire Insurance 
Ool!Lrnissioner 
Ihsurance Department 
Concord 
Ihsurance ITepartment 
Trenton 
Ihsurance Department 
Santa Fe 
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Stat'e Insurance D:epartment 
Albany 
Insurance Department 
Raleigh 
Insurance Department 
Bismarck 
IhBurance Department 
Columbus-
Insurance Department-
Oklahoma City 
Insurance Department 
Salem 
Insurance Department; 
Harrisburg 
Insurance Department 
San Juan 
Insurance Department 
Providence 
Insurance Department 
Columbia 
Insurance Department 
Pierre 
Insurance Department 
Nashville 
Insurance Department 
Austin_ 
State, Territory 
or Province 
Utah 
Vermont 
Virginia 
Washington 
We.st Virginia 
Wisconsin 
Wyoming 
Alberta 
British 
Columbia 
Dom. of Canada 
Manitoba 
New Brunswick 
Newfoundland 
Nova Scotia 
Ontario 
Prince Edward 
Island 
Quebec 
Saskatchewan 
Title 
Commissioner 
Commissioner of 
Banking and 
Insurance 
Commissioner of 
Insurance 
Commissioner 
Commissioner 
Commissioner 
Commissioner 
Superintendent 
Superintendent 
Superintendent 
Superintendent 
Superintendent 
Comptroller and 
Deputy Minister 
of Finance 
Superintendent 
Superintendent 
Superintendent 
Superintendent 
Superintendent 
Address 
Tnsurance Department 
Salt .Lake City 
Montpelier 
Richmond 
Insurance D-epartment· 
Olympia 
rnsurance Department 
Cha..rles,ton 
Ihsurance Department 
Madison 
Insurance D-epartment 
Cheyenne 
Edmonton 
Victoria 
Ottawa 
Winnepeg 
Fredericton 
S::t··;. J 6hns 
Halifax 
TOronto 
Charlottetown 
Quebec 
Regina 
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.APPENDIX. C.· 
Part r* 
STATE. OF FLORIDA 
QUALIFICATION PROCEDURE FOR AGENTS TO WRITE MOTOR VEHICLE 
DAMAGE INSURANCE 
l. To qualify as an agent to write Motor Vehicle 
Physical Damage Insurance it must affirmatively appear from 
the application: 
(a) That the applicant is.a natural person who has 
reached the age of twenty-one (21) years. 
(b) That the applicant is a citizen of the United 
States; has been a bona fide resident of this state for at 
least one year last pa,st, and will- actually reside in this 
state at least six (6) months out of each year. 
(6) That his place of business will be located in 
this state and he will be actively engaged in the business of 
insurance, and maintain a place of business accessible to the 
public. 
(d) That the license is not being sought for the 
purpose of obtaining a rebate or commission on insurance 
written for himself or his family or some partnership or 
corporation in which he is interested or with which he is 
connected, directly or indirectly. 
(e)~ That the applicant is qualified by knowledge, 
experience or instruction in the business of insurance, and 
* 36 
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has had at least one (l) year of experience in responsible 
insurance duties with an agent or insurer, their man,agers, 
general agents, or representatives, in lines of insurance 
for which the applicant is being examined, provided such 
experience shall have been 1-ii thin two (2) years of the date 
of filing the application, or the applicant may gain the 
necessary experience by completing the correspondence COLlrSe 
in automobile insurance as offered by the Extension Division 
of the University of Florida at Gainesville, Florida, or 
other courses approved by the Department. 
(f) The said applicant must be vouched for and 
recommended upon sworn statements by at least three (3) 
agents licensed by the Commissioner or three (3) other 
reputable citizens vrho are residents of the same county 
in which applicant proposes to engage in business. 
(g) An examination fee of #lO.OO must accompany the 
application. 
(h) Examinations are given in various cities and 
towns in the State and you will be notified when and where 
to appear for your examination. 
(i) A sixty (60) day waiting period is required by 
law, from the date application is received in the Department, 
before you are eligible for examination. 
W. B. Larson 
Fire & Casualty Division 
Insurance Department 
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QUALIFICATION PROCEDURE FOR FIRE, CASUALTY AND MISCELLANEOUS 
INSURANCE AGENTS 
1. To qualify as an agent for Fire, Casualty and 
Mlscellaneous insurance it must affirmatively appear from 
the applic~tion: 
(a) That the applicant is a natural person who 
has reached the age of twenty-one (21) years. 
(b) That the applicant is a citizen of the United 
States; has been a bona fide resident of this state for at 
least one year last past, and will actually reside in this 
state at least six (6) months out of each year. 
(c) That his place of business will be located in 
this state and he will be actively engaged in the business 
of insuxance, and maintain a place of business accessible 
to the public. 
(d) That the license is not being sought for the 
purpose of obtaining a rebate or commission on insurance 
written for himself or his family or some partnership or 
corporation in which he is interested or with which he is 
connected, directly or indirectly. 
(e) That the applicant is qualified by knowledge, 
experience or instruction in the business of insurance, and 
(l) he has successfully completed class room courses in in-
surance satisfactory to the Commissioner at a school, College, 
or extension division thereof approved by the Commissioner, 
within two years of the date of filing the application, or 
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(2) completed a correspondence course in insurance in a 
school, college, or extension division thereof approved by 
the Commissioner and, except those applying for a limited or 
special license, has had at least six months of responsible 
insurance duties with an agent, an insurer, their managers, 
general agents, or representatives, in lines of insurance 
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for which the applicant is being examined, provided such 
course and experience shall have been completed within two 
years of the date of filing of the application, or (3) has 
had at least one year in responsible insurance duties with 
an agent, an insurer, their managers, general agents, or 
representatives, in lines of insurance for which the applicant 
is being examined, without the educational requirement, pro-
vided such experience shall have been within two years of 
the date of filing the application. 
(f) The said applicant must be vouched for and 
recommended upon sworn statements by at least three (3) agents 
licensed by the Commissioner or three (3) other reputable cit-
izens who are residents of the same county in which the appli-
cant proposes to engage in business. 
(g) An examination fee of $10.00 must accompany 
the application. 
(h) Examinations are given in various cities and 
towns in the State and you will be notified when and where 
to appear for your examination. 
(i) A sixty (60) day waiting period is required 
by law, from the date the applicant meets the qualifications 
to quq,lify as an agent. (We have an opinion from our Attorney 
General on this point, dated: January 17, 1956) 
(j) If you have been licensed in another state, it 
will be neces.sary that you have that State Department advise 
us the type of license you held, the time you held this li-
cense and the date and reason for cancellation. 
(k) When answering questions on your application 
for qualification please use typewriter so that all copies 
-vrill be legible, also please type the names of the endorsers 
below the line on·which they sign. It is important that you 
answer all questions on the application. 
J. Edwin Larson 
Insurance Commissioner 
W. B. Larson 
Deputy Commissioner 
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APPENDIX 0 
Part II* 
The Insurance Broker--Agent 
Their Status Under the Law of Massachusetts 
SBc. 162. BROKER. Whoever~ for compensation, not 
being the duly licensed agent of the company in which any 
policy of insurance or• annuity or pure endowment contract is 
effected, or an officer of a domestic company acting under 
Bee. 165, acts or aids in any manner in negotiating policies 
of insurance or annuity or pure endowment contracts, or plac-
ing of risks or effecting insurance or in negotiating the 
continuance or renewal of such policies or contracts for a 
person other than himself, BEALL BE AN INSURP~CE BROitER. 
AGENT •. (B) Whoever, for compensation, not being a 
duly licensed insurance broker or an officer of a domestic 
company acting under Sec. 165, solicits insurance on behalf 
of any company, or who transmits for a person other than 
himself an application for or a policy of insurance or an 
annuity or pure endowment contract to or from such company, 
or offers or assumes to act in the negotiation of any such 
policy or contract, or in the negotiation of its continuance 
or renewal, shall be an INSURANCE AGENT within the intent of 
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this chapter and shall thereby become liable to all the duties, 
requirements~ liabilities and penalties to which an agent of 
such company is subject. 
* 38 
ADJUSTER •. (C) i Whoever, for compensation, not 
being an attorney at law, acting in the usual course of his 
profession, or a trustee or agent of the property insured, 
directly or indirectly solicits from the insured or his 
representative the settlement of a loss under a fire insur-
ance policy shall be an ADJUSTER OF FIRE LOSSES. 
~ec. 163. LICENSE~OF AGENTS •. (Second paragraph 
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as amended 1943 by Chapter 175) Nothing in this chapter shall 
be construed to prohibit the issue of a license under this 
·s,ection as an insurance agent of a foreign company authorized 
to transact business in the Commonwealth to a person resident 
in any other state of the United States granting similar 
licenses to the residents of this Commonwealth. A non-resident 
licenseQ.. as an .insurance agent of such company shall transact 
business in the Commonwealth only through the lawfully con-
stituted and licensed resident agents of such companyin the 
Commonwealth. Nothing in this chapter shall be construed to 
prohibit the issuance of a license under this section as an 
insurance agent of a domestic company to a person resident 
in any other state of the United State'S.. 
S'ec. 166. LICENSES OF BROKERS. The c-c:mrrnissioner 
may, upon the payment of the fee prescribed by SBc. 14, issue 
to any suitable person of full. age resident in the C<oimnonwealth:, 
or RESIDENT IN" ANY OTHER STATE of the United States granting 
broker's licenses or like privileges to residents of the 
Commonwealth, a license to act as an ins~ITance broker to 
negotiate, continue or ~enew contracts of insurance or annu-
ity or pure endowment contracts, or to place risks, or effect 
insurance with any qualified domestic company or its agents, 
or with the lawfully constituted and licensed resident agents 
in this Commonwealth of any foreign company duly admitted to 
i:Ssue such policies or contracts therein upon the followi11..g 
conditions: The applicant for the license shall file with 
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the Commissioner a written application upon a form provided by 
the C.ommissioner, which shall be executed on oath by the appli-
cant and kept on file by the Cbmmissioner. The application 
shall state the name,,age, residence and occupation of the appli-
cant at the time of mrurir~ the application, his occupation 
for the five years next preceding the date of the application, 
that the applicant intends to hold himself out the carry on 
business in good faith as an insurance broker, and such other 
information as the Commissioner may require. The applicati:on 
shall also contain a statement as to the trustworthiness and 
competency of the applicant, signed by at least three reputa-
ble citizens of this C~ommom•real th. If the Cbmmissioner is 
satisfied that the applicant is trustworthy and competent and 
intends to hold himself out and carry on business in good 
faith as an insurance broker, he shall issue the license, 
· whi:~ch shall expir~ in one year from its date, unless sooner 
revoked or suspended as provided herein. The license may, in 
the discretion of the Commissioner, be renewed, upon payment 
of the fee prescribed by Sec. 14, for any succeeding year with-
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out requiring anew the detailed information hereinbefore speci-
fied. The Commissioner may at any time, for cause shoy.m and 
after a hearing, revoke the license or suspend it for a period 
not exceeding the unexpired term thereof, and may, for cause 
shown and after a hearing,., revoke the license 1-rhile so suspend-
ed, and shall notify the licensee in writing of such revocation 
or suspension in such manner as he may deem necessary for the 
protection of the public. ~v.hoever, not being a duly licensed 
insurance agent of the company in which any policy of insur-
ance or any annuity or pure endowment contract is effected 
or an officer of a domestic company acting under Sec. 165, 
acts as an insurance broker as defined in Sec. 162, without 
such license or during a suspension of his license, shall be 
punished by a fine of not less than twenty nor more than five 
hundred dollars. 
Note. - Non-resident applicants for such a license 
are required to pass written·examination unless the applicant 
has passed an examination in his home state in connection with 
his application for such license therBin and his home state 
will extend a similar privilege to our residents who have 
passed the examination herein. (H. T. 7/20/33) 
The Commissioner may require reasonable evidence of 
competency and in order to have'some evidence on that point, 
he requires a written examination. (H. T. 7/25/33) 
Sec. 167. LIMITED LICENSES OF BROKERS. - The 
Commissioner may, in addition to issuing broker!.s licenses 
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giving full authority to the licenBee as set forth in the pre-
ceding section, issue insurance broker's licenses which limit 
the authority of the licensee to the extent agree upon with 
him and set forth in the license, but in other respects the 
granting of such licenses and the brokers so licensed shall 
be governed by the laws relating to insurance brokers. 
Sec. 168. Note. - Special broker's license to place 
business in unadmitted companies. 
Sec. 173. Partnership license described covering 
agents, brokers, limited brokers, special brokers, adjusters. 
* * * Each member of partnership shall file the 
statement and application required by law, including a writ-
ten request that license be issued in partnership name. 
Sec. 174. CORPORATIONS. ***Each officer or di-
rector to be specified in license shall file the statement or 
application by law. 
Sec. 14. Brokers' licenses, #25.00 Partnerships 
and corporations, $25~00 for each individual covered by li-
cense; incorporated entirely or residents of other states, 
$25.00 License issued for one year. Adjuster's license, 
$50.00. 
Sec. 107. STA~US OF SURETY"BONDS. The bonds on 
which such company becomes surety shall not be deemed insur-
ance contracts as defined in Sec. 2, but the company shall 
otherwise be subject to this chapter so far as applicable, 
and insurance agents and brokers shall in respect to such 
bonds be subject to all the provisions of this chapter apply-
ing to them in respect to insurance contracts. 
RESIDENT AGENT 1 S LAW 
227 
Section 157. (As amended 1941) Foreign companies 
admitted to do business in the Commonwealth shall make con-
tracts of insurance upon lives, property or interests therein, 
and annuity or pure endow·ment contracts on lives therein, and 
contracts of suretyship with or in favor of residents thereof, 
only by lawfully constituted and licensed resident agents 
therein. No such company and no officer or agent thereof shall 
issue or deliver, or cause ~r permit to be issued or deliv-
ered, in the Commonwealth any policy, bond or other instru-
ment evidencing any such contract, or any certificate, mem-
orandum or other instrument evidencing insurance or coverage 
thereunder unless such policy, bond, certificate, memorandum 
or other instrument is countersigned by a resident agent of 
the company in the Commonwealth; but this provision shall not 
apply to any policy of life or endowment insurance or any an-
nuity or pure endowment contract or any policy of accident 
or health insurance, issued by a foreign company authorized 
to transact life insurance or to tranBact life insurance and 
any or all of the classes of insurance specified in subdivi-
sion (a) or (d) of Clause 6 of Section 47. * * * 
Note: Motor vehicle certificates issued in connec-
tion with sale or financing of automobile, must be counter-
signed by resident agent. 
RETALIATORY LAW. Chapter 175 Sec. 159. Refers to 
obligations and :fees of :foreign companies and.agents. Sec. 
166, refers to retaliatory conditions applicable to brokers. 
Note also section 163 paragraph 2. 
228 
APPENDIX a-
Part III* 
The Insurance Broker-Agent 
Their Status Under the Law of New York 
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Sec. 119. INSURANCE BROKERS:; LICENSING; RENEWAL; 
REVOCATION OR SUSPENSION. OF LICENSE. 1. No insurer authorized 
to do business in this state, except an assessment cooperative 
fire insurance company, and no officer, agent or other repre-
sentative thereof, shall pay any·money or give any other thing 
of value to any person, firm, association or corporation for 
or because of his or its acting in this state as an insurance 
broker, unless such person, firm, association or corporation 
is authorized so to act by virtue of a license issued.or re-
newed pursuant to the provisions of this section. The term 
ttlicensed :i_nsurance broker 11 as used in this chapter, shall 
mean an insurance broker who is the licensee or a sub-licensee 
named in a license issued or renewed pursuant to the provisions 
of this section and in full force and effect. 
2. The superintendent may issue an insurance brokerrs 
license to any individual, firm, association or corporation, 
hereinafter designated as 11 licensee,u who or which is deemed 
by him trustworthy and competent to act as a broker in such 
manner as to safeguard the interests of the insured, and who 
or which is otherwise qualified as herein required, and who 
* 39 
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or which has complied with the prerequisites herein prescribed. 
The purpose of this section is to protect the public by requir-
ing and maintaining professional standards of conduct on the 
part of all insurance brokers acting as such within this state. 
Such license shall confer upon the licensee authority to act 
in this state as insurance broker, and upon every natural per-
son named as sub-licensee in such license authority to act in 
this state as insurance broker in the name of and on behalf of 
such licensee, with respect to any and every kind of insurance, 
exc·ept life insurance and annul ties. A licens-e issued to a 
corporation may name as sub-licensees only the officers and 
directors of such corporation, and a license issued to a firm 
or association may name as sub-licensees o~~y the individual 
members of such firm or association. Each sub-licensee named 
in such license must be qualified to obtain a license as an 
insurance broker, and for each such sub-licensee a fee must 
be paid at the times and at the rates hereinafter specified. 
3. EYery individual applicant for such license and 
every proposed sub-licensee shall be of the age of twenty-one 
years or over at the time of the issuance of such license. No 
individual shall be deemed qualified to obtain such license 
or to be named as sub-licensee therein unless he shall comply 
with the requirements of either paragraph (a) or paragraph 
(b) following: 
(a) He sh·all have successfully completed a cours-e 
or courses, approved as to method and content by the super-
intendent, covering the principal branches of the insurance 
business and requiring not less than ninety hours of class-
room work or the equivalent thereof in correspondence work. 
Such course or courses either (1). shall have been given by 
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a degree-conferring college or university which has, when such 
course is taken by such individual, a curriculum or curricula 
registered with the state educati.on department, whether such 
course be given as a part·' of any such curriculum or separately, 
or (2) shall have been given by the Insurance Society of New 
' York, or by any other institution which maintains equivalent 
standards of instruction, which has been continuously in ex-
istence for not less than ten years prior to the taking of 
such course by such individual, and which shall have been 
. approved for such purpose by the superintendent. 
(b): He shall have been regularly employed by an 
insurance company or an insurance agent or an insurance broker, 
for a period or periods· aggregating not less than one year 
during the three years next preceding the date of application, 
in responsible insurance duties relating to the underW2~iting 
or adjusting of losses in any one or more of the following 
branches of insurance: fire, marine, liability and workmen 1 s 
compensation, surety and fidelity; and he shall submit with 
his application the affidavit of such employer or employers 
statiD~ facts which show compliance with this requirement. 
Tlie requirements of paragraphs' (a) and (b) foregoing 
shall not apply to any non-resident of this state who is 
licensed or authorized to act as an insurance broker in the 
st~te in which he resides and in which he, or the f'irm or 
association of which he is a member or employee,, or the cor-
poration of which he is an officer, director or employee, 
maintains an office as an insurance broker; except that such 
requirements shall apply to any non-resident of this state 
who maintaiP~ an office as insurance broker in this state 
or who is a member or an employee of a firm or association,, 
or an officer, director or employee of a corporation, which 
maintains an office as insurance broker in this state. 
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4. Before any such license shall be issued by the 
superintendent and before each renewal thereof by the super-
intendent there shall be filed in his office a written appli-
cation therefor, sworn to by the proposed licensee- and by each 
proposed sub-licensee. Such application shall be in the form 
or forms and supplements thereto prescribed by the superin-
tendent and shall contain such information as he shall re-
quire. In connection with any such application the superin-
tendent shall have the pOI"ier to examine under oath any person 
who has or appears to have information relevant. thereto, and 
to make an examination of the books,. records and affairs of 
any such applicant. 
The superintendent may require from every applicant 
and from every proposed sub-licensee, before issuing any·such 
license or renewal license, information under oath as to the 
ownership of any interest in a firm, association or corporation 
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applicant and as to facts indicating whether any applicant 
has been by reason of an existing license, if any, or will be 
by reason of a license applied for, receiving any benefit or 
advantage in violation of section one hundred eighty-eight, 
and also as to such facts as he may deem pertinent to the re-
quirement of this subsection. The superintendent may refuse 
to issue a license or renewal license, as the case may be, to 
any applicant if he finds that such applicant has been or will 
be, as aforesaid, receivi~~ any benefit or advantage.in viola-
tion of section one hundred eighty-eight, or if he finds that 
more than ten percent of the aggregate net commissions, re-
ceived during the term of the existing license, if any, or to 
be received during the term of the license applied for, by 
such applicant, resulted or will result from insurance on the 
property and risks: 
(a) of the spouse of an individual applicant; and 
of any corporation of which such individual applicant or his 
or her spouse or both own more than fifty percent of the 
stock; and of any affiliated or subsidiary corporations of 
such corporation, and of the members of any firm or associa-
tion and their spouses, of which firm or association the in-
dividual applicant or his or her spouse is a member. 
(b) of the members of a firm or association appli-
cant and thei:t: respective spouses, and of the owners of any 
interest in such firm or association and their respective 
spouses, and of any corporation of which such firm or asso-
ciation or the members or owners and their respective spouses, 
either individually or in the aggregate, own more than fifty 
percent of the stock, and of any affiliated or subsidiary 
corporations of such corporation, and of any other firm and 
the members thereof and their respective spouses, of which 
other firm a member or members of the firm or association 
applicant and their respective spouses are members or owners. 
(c) of the stockholders of a corporation applicant 
and their respective spouses, and of any affiliated and sub-
sidiary corporations of such corporation applicant, and of 
any subsidiary and affiliated corporations of a corporation 
owning any interest in such corporation applicant, and of any 
subsidiary and affiliated corporations of a corporation own-
ing any interest in such corporation applicant, and of any 
firm or association and the members thereof and their respec-
tive spouses which either individually or collectively own 
more than fifty percent of the stock of the applicant corpo-
ration, and of any corporation of which such firm or asso-
ciation and its members and their respective spouses, either 
individually or in the aggregate, own more than fifty percent 
of the stock, and of any affiliated or subsidiary corporation 
of such corporation. 
Nothing contained herein shall be deemed to dis-
qualify and applicant by reason of acts done or facts exist-
ing at a time when the same did not, under the law then in 
force, constitute nor contribute to constituting such a dis-
qualification. 
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5. The superintendent shall, in order to determine 
the trustworthiness and competency of each applicant for an 
insurance broker's license, other than a renewal license, and 
of each proposed sub~licensee, to act as insurance broker, re-
quire every such person to submit to, and pass to the satis-
faction of the superintendent, a personal written examination 
on the principal branches of the insurance business. Such 
examination shall be held at such times and places as the su-
perintendent shall from time to time determine and may be con-
ducted by any salaried employees of the insurance department 
designated by the superintendent for such purpose. The su-
perintendent may, whenever in his judgment it appears advisa-
ble in order to determine the trustworthiness and competency 
of any applicant for a renewal license, or of any proposed 
sub-licensee to be named therein,. require such person to pass 
to the satisfaction of the superintendent, a similar written 
examination. The superintendent may issue a license to any 
person seeking to be named as licensee or sub-licensee who 
(a) has since Ju~y first, n~neteen hundred twenty-
eight passed the examination given by the superintendent for 
an insurance broker's license and was licensed as such; 
(b) within three years from the date of the receipt 
of his application was a licensed insurance broker; 
(c) within ten years from the date of the receipt 
of his application was licensed insurance broker and during 
the period of three years next preceding the receipt of his 
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application was licensed as both a fire and casualty insur-
ance agent. 
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6 •. At the time of application for every such li-
cense and for every annual renewal thereof there shall be paid 
to the superintendent for each individual applicant and for 
each proposed sub-licensee the following fees: 
(a) If the applicant or if any proposed sub-licen-
see maintains an office in. or places insurance covering prop-
erty or risks located in, _any city or cities in this state, 
the fee shall be dependent upon the population of such city, 
or of the largest of such cities, as follo\vs: 
500,000 or more inhabitants, the sum of $20.00; 
More than 100,000 and less than 500,000 inhabitants, 
the sum of $15.00; 
More than 50,000 and not more than 100,000 inhab-
itants, the sum of *7.50; 
Not exceeding 50,000 inhabitants, the sum of #s.oo 
(b) If the applicant, and if each proposed sub-
licensee, does not maintain an office in, or place insurance 
covering property or risks located in, any city in this state, 
the sum of #2.00; 
(c) If the applicant, and if each proposed sub-
licensee, is a non-resident·· of this state who does not mai:rr:-
tain any office as insurance broker in this state, the sum of 
ten dollars, unless such applicant or any such proposed sub-
licensee acts as broker in, or places insurance covering 
property or risks located in, any city in this state having 
a population of more than one hundred thousand inhabitants, 
in which case the fee shall be $20.00 
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In applying the provisions of this subsection, the 
population of any city shall be determined by the most recent 
official census, whether by the United States or by this state. 
Within the meaning of this section, placing insur-
ance covering property in a designated locality shall include 
the negotiation or procurement of any contract of insurance 
on property having a permanent situs in such locality or on 
movable property which is actually in such locality or vrhich 
is principally used or kept in such locality; and pla~ing in-
surance covering a risk in a designated locality shall include 
the negotiation or procurement of any contract of insurance 
against legal liability in connection with any motor vehicle 
or aircraft or other instrumentality ·which is principally ga-
raged or principally used in such locality or against legal 
liability in connection with any activity which is carried on 
by the insured in such locality or against default of any of-
ficer, employee or other person under any fidelity or surety 
bond, in co~ection with any duty performed or to be performed 
in such locality. 
7. Every broker 1 s license issued pursuant to this 
section shall be for a term expiring on the thirty-first day 
of December following the date of its issuance, and may be re-
newed for the ensuing calendar year upon the filing of an 
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application in conformity with subsection four. If an appli-
cation for a renewal license shall have been filed with the 
superintendent before January first of any year, the license 
sought to be renewed shall continue in full force and effect 
either until the issuance by the superintendent of the renewal 
license applied for or until five days after the superintendent 
shall have refused to issue such renewal license:: and shall have 
given notice of such refusal to the applicant and to each pro-
posed sub-licensee. Before refusing to renew a.ny·such license, 
except on the ground o:f failure to pass' a written examination 
required pursuant to subsection five, the superintendent shall 
notify the applicant of his intention so to do and shall give 
such applicant a hearing. The superintendent may in issuing 
a renewal license dispense with the requirement of a verified 
application by any individual licensee or sub-licensee who, 
by reason of being engaged in any ·war service for the United 
States, is unable to make personal application for such re-
newal license, upon the :filing of an application on behalf of 
such individual, in such form as the superintendent shall pre-
scribe, by some person or persons who in his judgment have 
knowledge of the facts and who make affidavit showing such 
war service and the inability of such insurance broker to 
make personal application. 
8. Any corporation, association or firm licensed 
as an insurance broker under this section may at any time 
make an application to the superintendent for the issuance 
of a supplemental license authorizing additional officers or 
directors of such corporation; or additional members of such 
firm or association, as the case may be, to act as sub-li-
censees, and if the requirements of this section are fully 
complied with as to each of such proposed sub-licensees, the 
superintendent may thereupon·issue to such licensee a supple-
mental license naming such additional person or persons as 
sub-licensees. 
9. The superintendent may revoke or suspend any 
insurance brokerts license if, after notice and hearing, he 
determines that the licensee, or any sub-licensee named in 
such license, (a) has violated any provision of the inso/ance 
law, or has violated any.law in the course of its or his 
dealings as a broker; or (b) has made a material mis-statement 
in the application for such license; or (c) has been guilty 
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of fraudulent or dishonest practices; or (d) has demonstrated 
his or its incompetency or untrustworthiness to act as in-
surance broker. If any licensed ins~ITance broker or any person 
aggrieved shall file with the superintendent a verified com-
plaint setting forth facts tending to show sufficient ground 
for the revocation or suspension of any insurance broker's 
license, the superintendent shall, after notice and a hearing, 
determine whether such license shall be suspended or revoked. 
10. The revocation.or suspension of the insurance 
broker's license of any firm, association or corporation 
shall forthwith terminate the license of such broker and the 
authority conferred thereby upon all sub-licensees named in 
such license. Before revoking or suspending the license of 
any insurance broker the superintendent shall give notice 
to such broker and to every sub-licensee named in such li-
cense and shall hold, or cause to be held a hearing. Such 
hearing shall be held not less than ten days after the giving 
of such notice. No individual, corporation, firm or ass.oci-
ation whose license has been revoked, and no firm or associ-
ation of which such individual is a member, and no corpora-
tion of which such individual is an officer or director; shall 
be entitled to obtain any insurance broker's or agent's li-
cense under the provisions of this chapter for a period of 
one year after such revocation, or, if such revocation be 
judj_cially reviewed, for one year aft·er the final determina-
tion thereof affirming the action of the superintendent in 
revoking such license. II' any such license held by a firm., 
association and no officer or director of such corporation 
shall be entitled to obtain any insurance broker 1 s or agent 1 s 
license, or to be named as a sub-licensee in any such license, 
for the same period of time, unless the superintendent deter-
mines, after notice and hearing, that such member, officer or 
director, as the case may be, was not personally at fault in 
the matter on account of which such license was revoked. 
11. If an application for a li-cense under this 
section be rejected, or if such a license be suspended or 
revoked by the superintendent, he shall fortwith give notice 
thereof to the applicant, or to the licensee. 
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12. The action of the superintendent in issuing or 
in refusing to issue or in refusing to renew an insurance 
broker's license, or in suspending or revoking or in refusing 
to suspend or revoke such a licensee, shall be subject to 
judicial review, at the instance of the applicant for such 
license, or of the licensee under any license suspended or 
revoked or of any person aggrieved thereby! 
121. BROKER AUTHORIZED TO RECEIVE PREMITJ'"M, WHEN. 
Any insurer which delivers in this state to any insurance 
broker a contract o:f insurance pursuant to the application 
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or request of such broker, acting :for an insured other than 
himself', shall be deemed t·o have authorized such broker to 
receive on its behalf' payment of anypremium which is due on 
such contract at the time of its issuance or delivery or which 
becomes due thereon in not more than ninety·days therea:fter. 
125. FIDUCIARY·' CAPACITY OF. INSURA..NCE AGENTS AND 
BROKERS. Every insurance agent and.Bvery insurance broker 
acting as such in·. this state shall be responsible in a :fi-
duciary capacity :for all funds received or collected as in-
surance agent or insurance broker, and shall not, without the 
express consent of his or its principal, mingle any such funds 
with his or its own funds or with funds held by him or it in 
any other capacity. Nothing herein contained shall be deemed 
to require any such agent or broker to maintain a separate 
bank deposit for the :funds of each such principal, if and as 
long as the funds so held for each such principal are reason-
ably ascertainable from the books of account and recGrds 
of such agent or broker, as the case may be. 
RESIDENT AGENT~ s- LAW 
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130. INSURANCE THROUGH RESIDENT AGENTS: WHEN REQUIRED. 
1. Except as provided in subsection two, no licBnsed foreign 
or alien insurer shall in this state issue, deliver or other-
wise effectuate any contract of insurance covering either per-
sons resident in this state or property situated in this state, 
or covering any risk incident to the performance or non-per-
formance of any contract or obligation to be performed in this 
state, or covering any risk incident to any obligation or duty 
which is governed by the laws of this state though actually 
to be performed elsewhere; unless such contract of insurance 
is issued or effectuated through, or countersigned by, a res-
ident licensed insurance agent of this state. Within the mean-
ing of this section, a licensed individual insurance agent 
shall be deemed to be resident in this state if he has his 
domicile or his principal place of business in this state, 
and a licensed corporation insurance agent·shall be deemed 
to be resident in this state if it maintains a lawfully es-
tablished place of business in this state; and a licensed firm 
or association insurance agent shall be deemed to be resident 
in this state if it maintains an established place of busi-
ness in this state. 
The provisions of this section shall not apply to 
contracts of insurance of the following kinds: 
(a) Any contract of life insurance, or annuity con-
tract, or any supplemental contract of insurance against acci-
dental death or permanent and total disability made in connec-
tion therewith. 
(b) Any contract of insurance covering the rolling 
stock of any railroad or covering any vessel, a:ircraft, or 
motor carrier used in interstate or foreign commerce, or cov-
ering any liability or other risks incident to the ownership, 
maintenance or operation thereof. 
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(c) Any contract of insurance covering any proper-
ty in interstate or foreign commerce, or any liability or risk 
incident thereto. 
(d) Any contract of reinsurance between any insur-
ance companies or other insurers. 
RECIPROCAL PROVISIONS. 
AS TO TAXES, .FEES, DEPOSITS AND OTHER RE~UIREMENTS. 
Section 61. (Note, Sec. l refers to taxes, fees, 
deposits.) 
Sec. 2. If the superintendent finds that by the 
laws or official acts of any foreign country, insurers organ-
ized in this state are arbitrarily denied the privilege of do-
ing business in such foreign country, or are subjected to un-
reasonable requirements therein, he may revoke the licenses 
of all insurers of. such foreign country doing business in this 
state, and may refuse to issue licenses to every insurer of 
such foreign country thereafter applying for a license to do 
business in this state, or·in lieu thereof, he may impose like 
requirements upon every insurer of such foreign country, un-
til he shall 'find that such.arbitrary denial or such unreason-
able requirements no longer apply. 
Sec. 3. If, by the existing or future laws of any 
other state, any broker resident l'iTithin this state and duly 
licensed as such under the provisions of this chapter, may 
244 
not be licensed as a broker in such other state, then no bro-
ker, resident in such other state shall be licensed as a bro-
ker within this state, anything in this chapter to the con-
trary notwithstanding. If a greater license fee than twenty 
dollars shall be imposed by any other state upon the issuance 
of a license to a broker resident within this state, or the 
amount of commissions which may be paid to such broker on pre-
miums on risks located in any other state shall be limited 
under the laws of such state, then and in every such case, 
all brokers resident in such other state shall upon being li-
censed in this state pay a like fee in lieu of that prescribed 
by this chapter, and ins~rrance companies which are authorized 
to transact business in this state shall not pay to any such 
non-resident broker any commissions on premiums on risks lo-
cated in this state in excess of the commissions vrhich the 
laws of such other state permits brokers of this state tore-
ceive on premiums on risks located in such other state. 
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APPENDIX n-* 
Part I - Where Written Ex~nations Are Required 
STATE 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Kentucky 
Louisiana 
WRITTEN 
EXAMINATION 
REQUIRED 
Agent Broker 
yes no 
yes no 
yes yes 
no y,es 
yes yes 
yes no· 
yes 
yes 
yes yes 
yes yes 
yes 
yes yes 
* 2, p. 36-45 
MINIMUM 
AGE 
OTHER REQUIRE1Y1ENTS 
21 Character, etc. Application 
signed by sponsoring general 
agent or company. 
21 Character. Intent to be 
engaged in general insurance 
business. 
legal Citizenship or proper appli-
cation therefore. 
no MUst be in good standing. 
21 20 years for son or daughter 
taking over business of de-
ceased agent. No other re-
quirements. 
21 Must actually reside in 
state at least six months 
of each year. 
no 
20 
no 
21 
21 
no 
MUst be a bona fide resident 
of state. 
Character, etc. Application 
signed by sponsoring general 
agent or company. 
):es 
----------------------------
Yes 
Must be appointed by an 
authorized insurance company. 
WRITTEN 
EXAMINATION 
REQUIRED 
Agent Broker 
Maine yes yes 
Maryland yes yes 
Massachusetts yes yes 
Michigan yes 
Minnesota yes yes 
Mississippi yes 
Nevada yes yes 
New Hampshire yes .yes 
New Jersey yes yes 
New York yes yes 
MINIMUM 
AGE 
21 
no 
21 
20 
21 
no 
21 
21 
18 
21 
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O~HER REQUIREMENTS 
Certificate of character 
No 
Competence, trustworthiness. 
If under 21, a supervisor, 
agent of the same company, 
or father required as guarantor. 
No other requirements. 
~0 
Character, etc. Application 
signed by sponsoring general 
agent or company. 
J;:es 
Yes. Must have a bona fide 
office in the state. 
Applies to applicant for bro-
ker's license only. No min-
imum age for agents. Applies 
to applicant for broker's li-
cense only. Applicant must 
have (a) successfully complet-
ed a course, approved by insur-
ance superintendent, of not 
less than 90 hours of classroom 
work; (b) been regularly employ-
ed by an insurance company, a-
gent, or broker, for not less 
than one year during three 
years next preceding date of 
application, in responsible in-
surance duties relating to un-
derwriting or adjusting losses 
in one or more of following 
branches: fire, marine, lia-
bility and workmen's compensa-
tion, surety and fidelity. 
Term of employment under (b) 
modified for members of armed 
STATE WRITTEN: MINIMUM·~ 
EXAMINATION~ AGE. 
REQUIRED 
Agent Broker 
North O.arolina yes 
Ohio yes 
Oregon yes 
Pennsylvania yes yes 
Rhode Island yes yes 
So. c·arolina yes 
Tennessee yes 
Texas yes 
Utah yes yes 
Vermont yes yes 
Virginia yes 
Washington yes yes 
West Virginia yes 
21 
no 
no 
21 
21 
no 
21 
no 
no 
21 
21 
21 
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O'THER. REQUIREf-1ENTS 
forces of the United States. 
For complete requirements, 
see sub 3, sect. 119 of the 
insurance law. 
Good charauter. 
Must be a bona fide resident 
of state. 
No 
Knowledge of the.insurance 
business through actual ex-
perience, or be a graduate 
of an insurance course, or 
be sponsored by insurance 
companies who certify as to 
worthiness to be licensed. 
No 
Good character. 
Good character. 
Character. Intent to be en-
gaged in general insurance 
business. 
No 
No 
Must obtain a license as a-
gent for some company within 
90 days of issuance of certi-
fication of qualification. 
Broker 1 s license issued only 
to nonresidents. Competence, 
trustworthiness. 
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APPENDIX IT 
Part II - Where Written Examinations Are Not Required 
STATE' MINIMUM/ 
AGE 
REQUIREMENTS--
Alabama no 
Colorado no 
(.Agents only) 
Delaware 21 
Iowa no 
Kansas no 
Missouri 21 
Montana no 
Nebraska no 
Reputation and ability. No 
reciprocal license arrange-
ments:~ 
Written examination not re-
quired for agents. Appli-
cant must file Agent 1 s ~ual­
ification Report, stating 
names of insurance companies 
represented last five years, 
together with experience in, 
and knowledge of, the insur-
ance business,.endorsed by 
an insurance company. 
Moral character. 
Will license only natural 
persons. Reciprocal license 
arrangements. 
Bona fide resident. Trained 
or will be trained; business 
reputation verified by com-
pany official. No reciprocal 
license arrangements. 
Residency for one year--may 
be waived in some cases. Re-
ciprocal license arrangements 
on fee basis. 
Resident, when licensed and 
duly acknowledged agent of 
company. No reciprocal li-
cense arrangements. 
Complete application with 
requisition from company. 
Not recognized 
Independent pro-
ducer 
Represents in-
sured, no com-
pany 
Not recognized 
Not recognized 
Independent pro-
ducer 
Not recognized 
Sub-agent 
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S"TATE MINIMGM. REQUIREMENTS'~ 
AGE 
New Mexico no 
North Dakota no 
Oklahoma no 
South Dakota no 
Wisconsin no 
Broker must have one or more 
company licenses. Character 
references needed on appli-
cation for license. Recommend 
Dingman 1 s Risk Appraisal. Re-
ciprocal license arrangements 
with states having similar re-
quirement's. 
For agent: completion of per- Independent pro-
sonal application by individ- ducer 
ual, requisition from com-
pany with acknowledgment 
card. Form 203 signed by ap-
plicant' and company, . with 
check in payment of $2 fee. 
Questionaire. application, Not recognized 
requisition form and fee of $2 for resident agent, $10 
for nonresident, must be sub-
mitted to department by the 
company, not the prospective 
agent. Will license resident 
of any state that will, in 
turn, license residents of 
North Dakota. 
Must be a resident of the Used extensive-
state. Experience; compe- ly, but not of-
tency, general reputation, ficially recog-
and character as to honesty, nized 
integrity, and responsibility. 
Experience with company or 
agency, or course of study. 
If called, an oral examina-
tion on the insurance laws 
of the state pertaining to 
agents. c·ertificate of 
character from two reputa-
ble citizens of state of, 
if a nonresident, by two 
such citizens of agent 1 s 
home state. 
Residency in state or non-
resident licensed agent may 
Not recognized 
but nonresident 
agents may be 
licensed 
Not officially 
recognized 
S:TATE 
Wyoming 
MINIMUM 
AGE 
REQUIREMENTS' 
21 
be l.icensed upon application 
certified to by qompany or 
general ·agent. Fee $10. Sep-
arate applications required 
for agents desiring to write 
fire and casualty business. 
Reciprocal license arrange-
ments. 
Qualification report filled 
out by applicant. No re-
ciprocal license arrange-
ments. 
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TERM 11 BROKER11 
Only nonresident 
broker's license 
issued 
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